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CAN OUR ECONOMY STAND 


ANOTHER ROUND OF WAGE INCREASES? 
By WARD GATES 


* 
5 EXCEPTIONAL INVESTMENTS 
IN FAVORED INDUSTRIES 
By OUR STAFF 
* 

A SCRAMBLE FOR WORLD MARKETS 
—A study of surplus industrial capacity 
in foreign countries and at home 
By V. L. HOROTH 


Barrel Hunt 
in the 
Ozarks 


Out of all the different tree- 
in the world, only one kin: 
makes the best barrels fo: 
aging whiskey. It is th: 
white oak that grows high, 
on the wind-swept Ozark 
Mountains. 

Fortunately, this oak is 
abundant. And with refor- 
estation, we need fear no 
shortage in the years tocome. 

When the giant oaks ma- 
ture and are felled, Schenley 
takes the heart wood for its 
craftsmen to work into 
sturdy whiskey barrels. This 
hard center wood has many 
superior qualities, chars per- 
fectly for aging whiskey. 

Many whiskey makers 
don’t go to the trouble of 
making their own barrels. 
You may wonder why 
Schenley does. It’s part of 
a complete network of qual- 
ity controls which guard the 
goodness of Schenley whis- 
kies from the time the grain 
is grown till the whiskey is 
in your glass. 

This is Schenley’s way of 
making certain that you get 
the utmost enjoyment in 
every drop of every drink. 
Schenley Distillers, Inc., 
New York, N.Y. 


SCHENLEY 


Schentey’s The best-tasting 
unhurried goodness unmatched skill whiskies in ages 
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&% If you own 


$25,000 worth 


of Securities... 


. there are certain things that from 
time to time you may want from your 
broker. 


Naturally, on any orders you may 
place, you’re entitled to efficient execu- 
tion—and fast confirmation. 


But you also expect him to supply a 
good deal of the information on which 
those orders are based. You feel you 
should be told about any unusual op- 
portunities to buy or to sell. You fre- 
quently want up-to-date facts on a par- 
ticular industry, company, or stock. 
And you count on getting a seasoned 
opinion of just what those facts add up 
to—whenever you ask. 


You appreciate getting a regular re- 
port on your account —an itemized 
statement of your transactions and 
holdings. 


And finally you want those holdings 
reviewed periodically by some agency 
competent to give you sound recom- 
mendations based on your tax-bracket, 
your investment objectives, your per- 
sonal preferences. 

If you own $25,000 worth of securi- 
ties — or, for that matter, $2,500 or 
$250,000 — these services are always 
available, and there’s no charge other 
than standard commissions. I’ll be glad 
to give you full particulars. Simply 
address— 


WALTER A. SCHOLL, Investment Inquiries 


MERRILL LYNCH, 
PIERCE, FENNER & BEANE 


70 Pine Street, New York 5, N. Y. 
Offices in 99 Cities 

















189 




















190 


SOUND TEST FOR SOUNDER CARS. Even a 
noise which might escape the human ear could be a 
signal that something is not quite right in a car’s 
construction. That’s why Chrysler Corporation engi- 
neers use sensitive recording instruments to inspect 


WHAT MAKES A CAR 
WORTH MORE 10 YOU? 


CHRYSLER CORPORATION 
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each new model as it is developed. Cars are test- 
driven at varying speeds in the laboratory. as you see 
here, and other tests are made on the road. These 
tests help engineers eliminate potential trouble spots 
in advance, giving you more valuable cars and trucks. 


You measure the value of a car very simply: a car 
that performs better when you drive it, then brings a 
higher return when you trade it in, is worth more to you. 

The value you get in a Chrysler-built car is the result 
of a lot of little things, as well as big ones. Engineering, 
testing, developing new processes — all add up to cars 
and trucks that operate better and longer. This kind of 
value is important now, when so much of American life 
depends on motor vehicles. The same skills that give 
you Chrysler Corporation cars and trucks are filling 
defense assignments to help protect the way we live. 


engineers and builds PLYMOUTH, DODGE, DE SOTO, CHRYSLER CARS & DODGE TRUCKS 


Chrysler Marine & Industrial Engines ¢ Oilite Powdered Metal Products e 


Mopar Parts & Accessories 


Airtemp Heating, Air Conditioning, Refrigeration © Cycleweld Cement Products 


PROOF OF VALUE. Newark.N.J..cabdriver H 





IDDEN SECRETS OF LONGER LIFE. That metal bear- 


Albert Cornell operates his Plymouth taxi day ing (left) actually contains tiny pores, each holding a sup- 
and night in rain, shine, snow, sleet and heavy ply of oil. This metal, Oilite, is used for bearings in hard- 
city traffic. The engineering skill that built to-reach spots and other places in your car. At right is a 
faithful performance into Albert Cornell’s cab “mirror” of tough metal, Superfinished by a special process 
puts hard-working value into all Plymouth, which keeps wear of moving parts to a minimum. Oilite and 


Dodge. De Soto and Chrysler cars. Superfinish add greatly to the long life of Chrysler-built cars. 
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The Trend of Events 


THE VITAL ISSUE REMAINS .. . The Supreme Court 
which must soon render a vital decision on the enor- 
mous constitutional problem before it can take a great 
weight off the minds of the country by trimming the 
usurped power of President Truman down to size. 
Either it can alarm the nation by affirming this 
power, or it can temporize until the immediate issue 
settles itself. One thing it has not the power to do 
is to restore true bargaining between a monopoly 
union and its members’ employers. 

Hence the vital issue of union monopoly will re- 
main. Once a union gains the power to represent 
substantially all the employees of an industry—but- 
tressed by governmental immunity for whatever is 
necessary to keep other workers from filling strikers’ 
places—bargaining between company and union has 
come to an end. What takes place instead is bar- 
gaining between union and government, because only 
in government is there enough power to enforce 
terms upon both union and industry. 

Under this condition, terms of employment are set 
according to the number of votes accrued from one 
course or another, the needs—real or fancied—of the 
nation at large, or simply the prejudices of the poli- 


The only way to destroy this overriding power of 
government in industrial disputes is to destroy the 
union power which has evoked it. This is for the pro- 
tection of labor as well as management and capital, 
as the right to strike is as sacred as the right to hold 
property. 

When a union commanding a small part of an in- 
dustry’s labor force strikes against a single plant or 
company, there exists actually a labor-company dis- 
pute. The company loses its revenues, the men their 
wages, and the community manages as best it can. 
That is a waste of plant and manpower, but Mr. 
Truman has forcibly reminded us that there are 
worse things. 

It must be the business of the next Congress to 
apply to the labor monopolies the restrictions which 
the Sherman and Clayton Acts applied to industrial 
monopolies. Less will not do; mere prohibition of in- 
dustry-wide contracts would mean that the monopoly 
union would knock off companies one by one. Unions 
are fiercely competitive. Their levels of economic 
competence vary widely. Where the monolithic union 
silences—by terror if need be—the voices of modera- 
tion in its own ranks, both reason and experience 





ticians involved. The evil of 
the situation cannot be reme- 


would teach competing unions 
that there are times when 





died by court or Congress say- 
ing that the power lies here or 
there, or setting up rules for 
its exercise. The power of gov- 
ernment thus to intervene in 
labor-management differences 
is an evil in itself. Therefore, 
it must be destroyed before it 
destroys America as we know 
it. 





We recommend to the attention of our 
readers the analytical discussion of busi- 
mess trends contained in our column 
“What’s Ahead for Business?” This 
regular feature represents a valuable 
supplement to Mr. A. T. Miller’s stock 
market analysis of importance to in- 
vestors as well as to business men. To 
keep informed of the forces that may 
shape tomorrow’s markets, don’t miss it! 








foregoing a wage increase to 
keep a larger market is the 
part of wisdom. 


A FOOLISH SOLUTION ... The 
Banking and Currency Com- 
mittees of the House and Sen- 
ate have under consideration 
an amendment to the Defense 
Production act of 1951 which, 
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if adopted, probably would in the long run aid no 
one but the Iron Curtain countries. 

What the proponents of this amendment are seek- 
ing is the prohibition—after proclamation by the 
President—of the importation of certain materials 
should the Chief Executive find this required by the 
national defense. On face, this would seem a sensible 
precaution. On analysis, however, precisely the oppo- 
site effect than that intended may be encountered. 

The facts are simple. Under the proposed amend- 
ment, the President could order what amounts to an 
embargo of a number of important basic materials, 
or goods in which such materials is a necessary ele- 
ment. The importance of such an act can best be 
appreciated from the fact that probably half our 
important manufactured and semi-manufactured 
articles fall into this category. 

The implementation of the proposed amendment, 
or even the fear of such a contingency, would inevi- 
tably force foreign producers of these materials to 
seek other outlets as they virtually would be cut off 
from American markets. Since the free world is 
already beset by competition of the most intense 
nature, it is probable that these foreign producers 
would, no matter how reluctantly, be compelled to 
seek trade with the only other existing big market, 
namely that behind the Iron Curtain. It is difficult 
to see how there could be any other consequence. 

Obviously, it is not the intention of the advocates 
of the amendment to facilitate trade between the 
East and the West, at this time. Hence, their reason 
must be found in the fear that at some time in the 
future we may be in danger of meeting big foreign 
competition in our own markets, under disadvan- 
tageous conditions. Nevertheless, we are not at such 
a point yet. Hence, it does not make sense to antici- 
pate such an eventuality too far in the future when 
at the same time we are alienating our customers, 
present and potential. The legislators should be re- 
minded that trade is a two-way affair. If we want 
foreign customers to trade at our shores, we must 
not at the same time take measures that may drive 
them away. For years, we have been trying to 
strengthen the economies of friendly nations. Why 
tear down what we have worked so hard, and at such 
expense, to build? 

(For a comprehensive analysis of this situation 
please see article ““A Scramble for World Markets”’.) 


TIME TO END THEM ALL. .. . The Federal Reserve 
Board has suspended all controls over installment 
buying. There are now no curbs on the size of down 
payment or length of time to pay for automobiles, 
household appliances, and the host of other things 
Americans are accustomed to buy on the installment 
plan. We venture to say that any excesses of credit 
extension coming from this new freedom will be few, 
and that in a period of rising competition the market 
itself will soon find a way to correct them. 

The Board’s reasoning was this: “Supplies of 
these goods are large enough now so that controls 
are no longer needed for the time being to curb in- 
flation.” 

Let us hope that the committees of Congress now 
considering extension of the Defense Production Act 
applies this advice to a wider field. There are enough 
construction materials about that the Controlled 
Materials Plan can be abandoned. There are enough 


houses in existence that Regulation X, regulating 
down payments, can be abandoned—in fact, that rent 
control can be shelved. Goods on retailers’ shelves 
are plentiful enough that there is no real mission for 
the Office of Price Administration. 

Passage of a simple measure for defense priori- 
ties, junking of all the elaborate control mechanism, 
and summary dismissal of all the bureaucrats who 
operate it, would be the finest vote Congress could 
take of confidence in free enterprise to supply our 
guns and butter in the future as it has in the past. 


OUTLOOK FOR FARM BUYING POWER... Current 
figures on agricultural purchasing power are of 
more than usual significance as they indicate that 
rising costs, as in other sections of the economy, are 
commencing to take toll, though thus far on a mod- 
erate scale. The Department of Commerce has re- 
ported that for the first four months of 1952, farm- 
ers grossed about $8.7 billion, 3% above the same 
period last year. On the other hand, costs—includ- 
ing materials, interest, taxes and wages—rose 5%, 
reducing net income proportionately. It is estimated 
that farmers’ net income this year will be about 
$14.9 billion, slightly less than last year, but this is 
conditioned on cash farm prices holding at approxi- 
mately present levels. However, farm expenses have 
risen about 12% and are still rising so that the pros- 
pects actually are for some further decline in farm 
purchasing power. 

The Department estimates that total net income 
will be from 3% to 5% under that of 1951 and lower 
than in any year of the past decade except 1950. The 
situation is by no means acute nor is it likely to be 
in the foreseeable future. However, it indicates a 
return by farmers to their more normal buying hab- 
its and with it an increase in sales efforts by manu- 
facturers whose activities are directly affected by 
conditions in the agricultural regions. 

One corollary of the thus far mild change in farm 
prosperity is what seems to be the termination of 
the boom in the price of farm lands. Actually, this 
change in trend has been in process for some time. 
Apparently, farmers who are shrewd judges of farm 
values believe the past rise in prices by speculators 
went too far. The current reversal is therefore in the 
nature of a normal reaction to speculative over- 
buying. 


RAPID TAX AMORTIZATION ... Of great interest is 
the turn that has been taking place in the volume 
of new applications for rapid tax amortization. In 
recent weeks, applications for these purposes re- 
ceived by the Defense Production Administration 
have declined substantially and, in fact, contrary to 
the situation last year, are mostly confined to rela- 
tively small construction projects, most of the larger 
ones not yet completed being well under way. 

It is likely that most current applications will 
be subject to heavy screening by the DPA and that, 
as a result, there will be a high percentage of rejec- 
tions. About 19,500 applications were received all 
told, of which only about 6,000 remain for further 
consideration, most of them quite small. These will 
be cleaned up in the comparatively near future. 

It would seem from these developments that the 
flood of accelerated amortization grants is now down 
to a trickle and that (Please turn to page 242) 
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As 9 See Gt! 


BY JOHN CORDELLI 


FIVE YEARS OF GRACE IN INDIA 


y few months ago one of the greatest experi- 
ments in history was completed. The election in 
India was not properly appreciated in this country. 
The number of voters, the majority of whom were 
wretchedly poor and illiterate peasants, was larger 
than the entire population of the United States. 

In many respects the results of the elections, de- 
tails of which are 
being only now pub- 
lished, have been gra- 
tifying. The Congress 
Party, which had done 
so much to win inde- 
pendence for the Re- 
public, not only re- 
tained a decisive ma- 
jority in the House of 
the People and _ the 
Council of States — 
India’s equivalents of 
our House of Repre- 
sentatives and Senate 
—but will also control 
most of the State legis- 
latures. The semi-to- 
talitarian parties 
based on caste differ- 
ences, built up during 
post - Partition days, 
were defeated. 

However, the Con- 
gress Party suffered a 
smarting setback in 
the southern half of 
the Indian peninsula. 
There leftist groups 
led by the Communists 
won control of local 
legislatures in the 
States of Madras, Tra- 
vaneore, and Hydera- 





have been the chief cause of discontent. In general, 
and this is interesting, Communism has been making 
converts in India among the agrarian population 
very much as in China. The great masses of indus- 
trial workers in such cities as Caleutta, Ahmedabad, 
and Bombay, who certainly do not live in enviable 
conditions by Western standards, have failed as yet 
to be won over to com- 
munism. 

Thus during the 
next five years, to the 
Winter of 1956-57, In- 
dia should be guided 
by the Congress-Party- 
based Government of 
Prime Minister Jawa- 
harlal Nehru. An 
avowed socialist, Mr. 
Nehru has social and 
economic ideas’ that 
can arouse little en- 
thusiasm in this coun- 
try. But he has been 
firm with the Indian 
communists whenever 
they have resorted to 
violence or undemo- 
cratic methods. He is 
the undisputed, — re- 
spected leader of his 
country. This in itself 
is a great plus factor 
in comparison with the 
situation in the Arab 
and the Mohammedan 
countries of the Mid- 
dle East, which lack 
strong, respected lead- 
ership friendly to the 
Western World. 

Whether the Com- 








bad. Why have the 
Communists won? The 
answer is simple. Dur- 
ing the past four years, some 100 million people in 
the great State of Madras and the surrounding areas 
have ben living in a state of near-famine, subsisting 
on something like five ounces of grains a day per 
person, because of the failure of mensoon rains. The 
New Delhi government has been more or less neg- 
lectful of the South in favor of the politically more 
important North. The vote for the Communists has 
been a protest against the treatment meted out to 
the rice-growing areas. Elsewhere, rising prices 
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Sweigert in The San Francisco Chronicle 


munists will become a 
mighty foree in India 
during these five years 
of grace of the Congress Party and Mr. Nehru’s rule 
will depend upon the successful checking of the 
economic deterioration of the country. Just now 
time seems to be working for the Communists. The 
bad luck that has pursued the new State from the 
beginning of its independence has apparently not 
run its course as yet. As if the natural plagues, 
drouth and locusts, were not enough, the implacable 
feud over Kashmir has sapped the country’s re- 
sources in favor of unpro- (Please turn to page 242) 
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Securities Continuing Orderly Decline 


Market performance over the last fortnight remained indecisive. The present pros and 


cons argue against important general advance, or serious decline, any time soon. How- 
ever, regardless of possible medium-term rallies, cyclical prospects justify a conserva- 
tively selective investment policy, with emphasis on defensive strategy. 


By A. T. MILLER 


a are the chief points of interest in the 
stock market’s performance over the last fortnight: 
In an extension of its moderate decline from the 
March rally high the Dow industrial average fell to 
a new 1952 low on May 1, halting a fraction above 
its intermediate low of last November. As had been 
so for several months, rails fared better and broke 
no technically significant support level. Neither did 
utilities. 

There was a brisk general rally immediately fol- 
lowing the Supreme Court ruling which at least 
temporarily stymied the imposition of a Truman 


wage boost on the steel industry. Following several 
subsequent sessions of dullness and hesitation, addi- 
tional strength developed under rail leadership, tak- 
ing this average above its March top and therefore 
to a new high for the 1949-1952 cycle. 

Late last week the market for a time got a mild 
stimulus, centering in auto and installment-finance 
stocks, from the news that the Federal Reserve 
Board had suspended all of its curbs on installment- 
sales credit, but reverted to a dull stalemate before 
the end of the week. On balance, there was a mod- 
erate net gain in the averages on the fortnight. De- 
spite their manifest imperfections as 





complete mirrors of stock prices, they tell 


‘A —- MEASURING MARKET SUPPORT S- 
= im MARKET 1S A TUG-OF-WAR CONSTANTLY SHIFTING SUPPLY & DEMAND PRODUCES THE FLUCTUATIONS’ 
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the story in the current absence of any 
such extreme variations in stock-group 
behavior as characterized the broader in- 
termediate upward swings of 1951 and 
early 1952. There are very few “fair- 
haired” stock groups left; and a greater 
number whose recent performance has 
remained more bearish, dubious or indif- 
ferent than bullish. 


General Fluctuation Still Limited 
It is still a market disinclined to stray 


very far “from first base’. The fact that 
it did not fare considerably worse than it 


did on the March 31-May 1 sell-off is on | 


the encouraging side. In an environment 
of continuing dull civilian business acti- 
vity, softness in basic commodity prices 
and substantially reduced interim corpo- 
rate earnings—with investors shocked by 
the initial course of the steel wage-price 
controversy—very little liquidation was 
induced; and stock prices sagged largely 
because of curtailed demand. The in- 
dustrial average declined less than 5% 
from its March recovery high. 

It has been held to a 20-point range of 
fluctuation—only slightly more than 7% 
from high to low—since last September. 
This indicates that investors generally 
are reluctant to do much selling in view 
of continuing satisfactory dividend yields 
—currently averaging roughly 6% on 
OF WALL STREET 
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representative industrials 
—the expectation of a 


TREND INDICATORS 








maintained high level of 
total economic activity for | 2' 
1952 or most of it, gradu- | 2 
ally rising defense out- 
lays, the prospective Fed- | 19 
eral deficit financing, the 
chances for second-half 
improvement in semi-de- | 270 
pressed consumer - goods 
lines, and of the 26% tax | 26 
payable on realized long- 
term capital gains. aso 
On the other hand, this 
persistent restricted fluc- | é4o 
tuation equally reflects the 
absence of any general | as 
urge toward aggressive 
buying of common stocks, 
even though selected is- 
sues are supported pretty 
well by a steady trickle of 
long-pull buying, especi- 
ally on the part of man- 
agers of institutional 
funds, including pension 
funds which are a gradu- 
ally growing factor of 
considerable importance. 
The pattern traced by 
the Dow industrial ave- 
rage since early 1951, and 
more particularly over the 
last seven months or so, 
has the typical appear- 
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ance of a broad, rounding 
top area of stock prices. 
The fact that more inclu- 
sive industrial indexes left the Dow average behind 
by making new major highs in January of this year 
does not materially alter the broad technical pat- 
tern. They did so by a small margin as compared 
with the 1951 autumn highs. They would not have 
done so without exceptional January strength in oils 
and coppers, which no longer obtains, although oils 
are well supported close to the earlier group high. 
And, like “the Dow”, they neither followed rails to 
anew high in March, nor show any current tendency 
to do so. 

Production of non-durable goods has been trend- 
ing down for many months, reaching a Reserve 
Board index level of 186 (preliminary estimate) in 
April, the lowest level (in some time) and comparing 
with a peak of 201 in early 1951. There is nothing 
particularly wrong with retail demand. It is steady 
at a high level, in fairly normal bance with the high 
total of personal income; and slack only as com- 
pared with the buying surge of late 1950 and early 
1951, which was founded on the mistaken notion of 
shortages and continuing price inflation. Producers 
are paying a penalty, in this normal buyers’ market, 
for previous over-production. Retail inventories 
have already been worked down substantially. Re- 
ordering should permit some revival in soft-goods 
production in the second half, since end consumption 
is likely at least to hold on an even keel, excepting 
for seasonal variations. However, this is all in the 
nature of conjecture, no significant change in the 
pattern of large public savings having occurred in 
the past few months. 
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Prospects For Durable Goods 


The cyclical peak in demand for and production 
of consumer durables has been passed. The same is 
true of housing. Therefore, we either have or are 
heading for buyers’ markets throughout the civilian 
economy. Until temporariily checked by recent work 
stoppages in the steel industry, however, over-all 
output of durables had been trending gradually up- 
ward, due to extraordinary activity in capital goods, 
reflecting defense spending and record plant-equip- 
ment outlays. All indications point to the beginning 
of shrinkage in the latter not later than the fourth 
quarter of 1952. In no great time, then, although the 
economy will not be without supporting cushions, 
defense spending will be the only major lifting 
force. Assuming no spread of war and no enlarge- 
ment of the arms program by the next Administra- 
tion—the reverse is possible—that will not be enough 
to prevent the inception of cyclical economic adjust- 
ment either before the end of th vear or early in 
1953. 

Corporate earnings and dividends will be lower 
this year than last; and the economic potentials 
cited suggest that the downward trend probably will 
be extended in 1953-1954, even though it will no 
doubt be cushioned to some extent by tax relief. For 
the stock market the impact also should be cushioned 
to some extent by a rise in price-earnings ratios, 
especially if the anticipated November political shift 
should give a significant lift to basic investment 
confidence. These ratios, (Please turn to page 244) 








Can Our Economy Stand 
Another Round of 


Wage Increases? 





By WARD GATES 


yy outcome of the wage-price struggle in 
the steel industry is of the highest importance as it 
will undoubtedly furnish a pattern of labor costs in 
basic industry for the next year or longer. Not only 
is steel—the bellwether of industry—deeply involved 
but, along with it, such major industries as coal, oil, 
rubber, aluminum, with the railroads still waiting, 
after two years, for a final decision on wages. Need- 
less to say, what happens to wages in these industries 
is likely to affect the majority of the others. 

The importance of higher wage costs at this junc- 
ture in our economy can hardly be over-emphasized, 
for these higher costs are commencing to collide with 
the well-defined beginnings of a recessionary period. 
It need not be said, therefore, that from the view- 
point of maintaining national economic health, the 
current demand for higher wages is extremely ill- 
timed and ill-advised. Equally, from the standpoint 
of corporate profits, it is an unfortunate move as 
there is no practical way in which corporations, un- 
der present conditions, can pass on added costs in the 
form of proportionately higher prices, and thus safe- 
guard their profit margins. The reason is that be- 
cause of our now gigantic manufacturing capacity 
and enormous inventories, supplies, actual and po- 
tential, have reached a point wher2 it is impossible 
to raise prices. Thus, the brunt of added wage costs 
must fall on business concerns. 

With the steel wage hike about to be effected, it 
marks the 7th round of wage boosts since V-J day. Up 


1QO4A 


to the present, these wage rises were 
absorbed through passing along the 
added costs in the form of higher 
prices to consumers. Thus, profit mar- 
gins were maintained, at least until the 
early part of 1951. Consequently, dol- 
lar profits rose. In addition added prod- 
uctivity, averaging about 2.6% a year, 
enabled the national economy to reach 
new levels of prosperity. 

The six previous wage increases, 
therefore, were taken in the country’s 
stride. With a higher volume of sales 
and higher prices, a more or less solid 
foundation for higher wages was laid 
during this period. Directly after the 
outbreak of the Korean war, dollar 
sales rose even more sharply than pay- 
rolls. 

Since last summer, however, this 
situation has been changing. Hourly 
wages have increased about 8% in the 
last year, but the average rate of gain 
in dollar sales was held to only 5%. In 
fact, many industries found their sales 
off. In the first quarter of 1952, sales 
were only 1% higher than in 1951, and 
the net result has been a greater out- 
lay in wages without a proportionate 
gain in sales. In other words, since 
wages have increased faster than sales, 
costs have increased and the profit 
margin has been reduced. 

Another round of wage increases ob- 
viously aggravates this situation. If 
wages are again raised, it is certain 
that nothing less than a sharp increase 
in prices can prevent further impair- 
ment of the profit margin. This has 
already been declining for some time, 
without benefit of the new wage hike. For the steel 
industry, it was 8.1% in 1950, 5.5% in 1951 and is 
now under 5%. It does not take much imagination to 
see that a new wage increase without an adequate 
rise in prices could raise havoc with the profit mar- 
gin. Yet that seems to be the prospect at this writing. 

We have become so accustomed to high wages that 
we do not appreciate how extensively they have risen 
in the past few years. Since 1945, average hourly 
earnings in the steel industry have risen from $1.20 
to $1.88, without including the latest boost. With the 
new increase, it may amount to about $2.05 an hour. 
Automobile workers now average $1.99 an hour com- 
pared with $1.42: rubber, $1,82 compared with 
$1.22; coal, $2.24, compared with $1.27; electrical, 
$1.67, compared with $1.10; oil, $2.11, compared 
with $1.31; textiles, $1.35, compared with 77 cents, 
and chemicals, $1.66, compared with $1.02. 


Higher Costs Affect Profit Margin 


As indicated in last year’s corporate returns, and 
reflected in first quarter 1952 earnings, the margin 
of profit has not kept pace with higher costs. Thus, 
the chemical industry, on the average, earned 9.9“ 
on sales in 1951 against 11.7% the previous year; 
paper products earned 8.3% against 10.2% ; steel, as 
stated, 5.8% against 8.1%; and cement, 11.8% 
against 15.4. 

Attention is called to the large accompanying table 


THE MAGAZINE OF WALL STREET 











CC 
rc 
ul 


be 
ql 
in 
lit 





fit 


iin 
ise 


las 
ne, 


nd 
rin 
us, 

sa 
ar ; 


,as 
Of 


ble 





(Sales and Profits of Leading Industries) 
which gives comparative percentages on sales 
and profits on leading industries. The total 
for all industry shows a decline in the ratio 
of the profit margin to sales to 6.2% in 1951 
from 7.7% in 1950. Of equal interest is the 


WAGES AND PROFITS 


In the first quarter of 1952, national income increased at an annual 
rate of $3 billion above the fourth quarter of last year. Compensation 
of employees with the largest increase since the second quarter of 
last year, rose at a rate of $312 billion while proprietors’ and rental 
income declined from the peak level reached in the 4th quarter of 1951. 





decline in the percent return on net assets to 
11.4% from 13.4%. | 

The table (Wage Costs of Representative 
Companies) gives important data on the 
ratio between wage costs and sales for 25 





SEASONALLY ADJUSTED ANNUAL RATES 


TOTAL NATIONAL INCOME 





leading companies, each one representing an 
important industry. Both tables are well 
worth studying. They clearly indicate the 
impact that high wages have on the profit 
margin, since they necessarily absorb a 
higher percentage of sales. 


Wage Costs Vary Widely 
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As the wage cost factor varies widely from 
industry to industry, the impact of higher 
wages varies accordingly. Direct labor costs 
are highest in the following industries: office 














equipment, shipbuilding, steel, air transport, 
automobile parts, beverages, electrical equip- 
ment and parts, industrial machinery, gold 
mining and aircraft manufacturing. Further 
increases in the wages paid by these indus- 
tries can no longer be absorbed through 
higher prices, owing to consumer resistance. 
The aircraft industry, however, can still ab- 
sorb existing high wage scales, because of 
sharply increased production at the defense 3 
plants. This obviously enables the companies 
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to operate more efficiently and thus hold unit 
costs down. 

Industries in which the wage factor is a relatively 
minor element are the following : dairy products, food 
products, drugs, tobacco products, meats, oil, brew- 
ing and distilling, soap, retail trade and sugar. Wage 
increases in these industries, therefore, should not 
affect the profit margin materially. As a matter of 
fact, further wage increases in these industries are 
not expected, except for oil. 

It is worth while pointing out that industries in 
which the wage factor is relatively small have an 
advantage over industries whose wage costs are 
high as the former are in a better position to control 
costs in a deflationary period. Those with high costs 
find it difficult to adjust their expenses under such 
conditions and, in poor times, generally take the 
road of reducing employment in order to keep costs 
under better control. 

The question arises whether higher wage costs can 
be passed on to consumers. For an answer to this 
question, it is only necessary to review conditions 
in consumers’ durables and non-durables. In a long 
line of goods ranging from textiles and shoes to 
refrigerators, TV sets and household appliances, 
inventories have been piling up for months and price 
reductions have been effected in order to attract con- 
sumers. These, however, are already overbought or 
prefer to save as much as possible. In 1951, for ex- 
ample, national savings amounted to $17.2 billion 
and in 1950 to $11.5 billion. Liquid savings were $13 
billion compared with $1.5 billion in 1950, indicating 
a reversal from the buying spree of a year ago to 
the more normal savings habits of the present. 


From these facts, it is all the more evident that 
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it is going to be difficult, if not impossible, to pass 


along the cost of higher wages to consumers. 


must, therefore, come out of profits. 


An offsetting 


Thev 


factor, of course, as Chairman Fair- 














Wage Costs of Representative Companies 
~ 
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Air Transport 

Aircraft Manufacturing 
Auto Parts 
Automobiles, Trucks 
Building 

Chemicals 

Coal 

Drugs 

Electrical Products 
Food Products 
Machinery (Agricultural) 
Machinery (Industrial) 
Metal Fabricating 


Metals (Non-Ferrous) .......... 


Office Equipment 
Oil 

Paper 

Rail Equipment 
Retail Trade 
Shoes 
Soaps 

Steel 

Sugar 
Textiles 
Tires & Rubber 
Tobacco 


Company 





..United Airlines 


Lockheed Aircraft 


...Bendix Aviation 


General Motors 
American Rad. & S.S. 
Monsanto Chemical 
Pittsburgh Consol. Coal 


...American Home Products 


General Electric 

Corn Products 

Deere & Co. 
Fairbanks, Morse & Co. 
Bridgeport Brass 
Aluminum Co. of Amer. 
Underwood Corp. 
Phillips Petroleum 
International Paper 


American Brake Shoe 


Newberry, J. J. Co. 
Melville Shoe 
Colgate-Palmolive-Peet 
Bethlehem Steel 
American Sugar 
Celanese Corp. of Amer. 
Goodyear Tire & Rubber 
Lorillard, P. Co 


Salaries & 
Wages as % of 
Net Sales 
1951 1950 
40.8 40.0 
54.8 37.7 
42.3 39.6 
28.0 24.0 
31.8 28.2 
22.2 22.2 
37.1 35.3 
19.6 20.8 
37.5 34.7 
16.5 16.3 
25.4 25.0 
32.8 37.0 
21.2 21.0 
34-2 35.5 
61.7 60.2 
14.2 15.9 
20.9 24.2 
29.0 30.4 
18.4 17.5 
22.7 24.5 

176 17.5 |i 

37.0 37.1 
10.2 8.8 
30.0 25.1 
24.3 25.5 








8.7 9.0 { 








less of the U. S. Steel Corporation pointed out, is 
that part of the additional wage costs will come out 
of taxes. He has estimated that, without a price in- 
crease to match the wage increase, the steel indus- 
try would absorb about one-third of the added costs, 
the rest being paid for by the Treasury since it will 
lose a proportionate amount in taxes. 


Other Industries Up for Higher Wages 


With steel setting the pattern for industry as a 
whole, the coal industry is due for immediate re- 
negotiation of wage contracts. John L. Lewis 
normally does not tip his hand but with the wage 
contracts running out June 30, developments may be 
expected shortly. It is possible that the coal union 
leader may spring a surprise though, as a rule, he 
likes to get a bit more for his union than the steel- 
workers. What John L. really wants is the restora- 
tion of the 7-hour day. One thing is sure and that is 
if he can help it he is not going to get his union in a 
position that will force the government to take over 


the mines again. Actually, Lewis would prefer stable 
employment in the industry to higher wages. 

About 80,000 oil workers have been out on strike 
recently. Since many contracts are involved, the 
wage situation will not be settled at one given time. 
The chances, however, are that the workers will get 
what amounts to a productivity raise with cost-of- 
living adjustments. 

The automobile industry will have no wage prob- 
lems until 1955 when the contracts run out. These 
are based on cost-of-living agreements. If the cost of 
living declines, they will get pay cuts. On the other 
hand, they may get 4-cent-an-hour increase each 
June to 1955 on productivity rises. 

In the textile industry, present wage contracts are 
generally continued with some promised increases 
waived under present poor conditions in the industry. 
Adjustments are now made every three months on a 
cost-of-living basis. 

In the paper industry, moderate increases of from 
three to seven cents an hour have been effected. In 
the air line industry, pay (Please tur nto page 230) 








Sales and Profiits in Leading Industries 





Reported Net 





Income After Taxes % Return on % Margin 

No. of 1950 1951 Net Assets on Sales 
Cos. Classification In Millions of Dollars 1950 1951 1950 1951 
24 Baking $ 63 $ 52 15:9: 12:2 50 3:5 
15 Dairy products 78 64 13.9 10.8 3.0 2.2 
19 Meat packing 52 46 64 55 0.8 0.6 
19 Sugar : 50 58 10.8 12.1 5.5 6.2 
78 Other food products 265 214 15.4 11.6 5.1 3.6 
13 Soft drinks 42 30 19.0 127 12 8.7 
25 Brewing 42 35 15.1 1148) 66 47 
13 Distilling 148 121 178 129 66 5.0 
23 Tobacco products 148 118:126 98 5.2 39 
37 Cotton goods 92 92: 12.9°12:1, 16:2. $6 
14 Silk and rayon 108 70 20.3 11.7 12.8 9.0 
8 Woolen goods 15 46 79 83 39 320 
19 Hosiery, knitted goods 24 16 17.0 10.1 8.2 5.1 
11 Carpets, floor coverings 39 11°13 35 6:1 19 
39 Other textile products 115 96 15.8 12.0 68 4.9 
34 Clothing and apparel 27 20 10.6 7.5 4.2 3.0 
30 Shoes, leather, etc. 39 2212.1 96 40° 30 
28 Tires, rubber products 163 182 15.9 16.1 49 4.3 
25 Lumber 96 WATD 138 99 97 
15 Furniture, wood products 12 10 18.7 13.9 68 4.5 
86 Paper and allied prod. 320 334 17.1 16.1 10.2 8.3 
33 Printing and publishing 41 37 14.5 12.3 5.7 4.6 
62 Chemical products 743 636 21.4 16.3 11.7 9.9 
19 Drugs and medicines . 99 97 2D 19.2 113 9A 
18 Soap, cosmetics, etc. 95 76 20.9 15.4 8.5 5.5 
19 Paint and varnish : 67 $37 17:1 13.1 64 47 
91 Petroleum prod. & refining. 1,875 2,262 15.2 16.7 11.2 11.5 
27 Cement 57 49 17.8 14.1 15.4 11.8 
12 Glass products 128 90 24.4 15.3 10.9 6.8 
46 Other stone, clay products 144 127 18.5 14.7 10.8 8.1 
53 Iron and steel . ; 784 689 15.3 12.3 8.1 5.8 
10 Agricultural implements 193 161 18.7 119 83 5.4 
77 Build., heat., plumb., equip. 152 128: 178 13.7 76° 55 
74 Electrical equip., radio & TV 490 403° 225 462 73° 5.2 
48 Hardware and tools .... 56 57 14.8 14.0 8.2 6.1 
41 Household appliances 101 64 23.0 13.0 7.7 4.9 
165 Machinery 221 248 14.2 14.9 7.6 59 
29 Office equipment 108 106 19.3 16.9 9.8 7.4 
39 Nonferrous metals 365 367 14.5 13.5 9.8 8.8 
114 Other metal products 223 219 16.4 14.7 63 5.2 
22 Autos and trucks 1,051 636 32.5 17.5 89 5.2 
66 Automobile parts 249 193 22.7 186 7.4 45 
25 Railway equipment 58 81 7.4 9.8 55 4.8 
29 Aircraft and parts 84 57 143 89 45 2.2 
6 Shipbuilding D 80.5 9.6—1.4 4.0 
63 Misc. manufacturing 144 122 15.3 119 90 63 
1,763 Total manufacturing .... 9487 8711 17.1 14.4 7.7 6.2 





Compiled by the National City Bank of New York with some alterations by The Magazine of Wall Street. 


Reported Net 
Income After Taxes % Return on % Margin 











No. of 1950 1951 Net Assets on Sales 
Cos. Classification In Millions of Dollars 1950 1951 1950 1951 
31 Coal mining : 62 62 87 89 59 55 
31 Metal mining ...... = 82 96 14.7 15.2 12.2 13.2 
| 11 Other mining, quarrying 4) 40 29.8 25.8 26.6 24.0 
| 73 Total mining, quarrying 185 198 13.2 13.3 10.3 9.7 
23 Chains—food bvasibeat 74 58 17-3 FF 17 3A 
55 Chain stores—variety, etc. 152 130 13.3 10:6 48 3.7 
52 Department and specialty 174 1401S) “OS 36 2:7 
7 Mail order 223 Al WA WSR ST 42 
60 Wholesale & miscellaneous 89 95130 130 29 25 
197 Total trade 718 S97 150 115 38 27 
131 Class 1 railroads 783 693 56 48 8.3 6.7 
37 Traction and bus ....... sts 13 iS 27 38 15 25 
1S’ Shipping .......65.:.:. 24 33 7.0 94 69 7.5 
DUARTE WEANSDORE © o6sccecces.sceiecss 39 54 12.5 15.7 49 5.6 
49 Misc. transportation .......... ae AS 2A TF OF 
253 Total transportation 882 $20 48 52 77 GA 
| 244 Electric power, gas, etc. 943 952 99 9.0 14.6 13.1 
60 Telephone and telegraph 391 406 9.9 89 10.7 99 
304 Total public utilities 1,334 1,358 99 9.0 13.1 119 
16 Amusements. ........................ 32 30 66 62 49 43 
39 Restaurant and hotel .. 12 9 GA TIN 4A Js 
31 Other business services ........ 44 47 148 148 85 6.6 
19 Construction ...... 20 WAS55 132 41 2:3 
105 Total amusements, ser., etc. 108 106 10.4 9.8 5.7 4.5 
304 Commercial banks . : 501 510 8.4 8.0 
66 Fire & casualty insurance.... 143 ize 32 37 
181 Investment companies 252 250 83 69 
66 Sales finance companies... 139 144 18.4 16.3 
97 Real estate companies .... 22 WV 9A 
714 Total finance 1,060 1,045 90 7.9 
Grand total $13,775 $12,838 13.4 11.4 7.7 6.2 
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By J. C. CLIFFORD 


iL bbb 


one’s bookkeeping has gone awry. In the case of 
some airplane companies, the enormous figures are 
arrived at by carrying as backlogs the orders for 
parts which will only pass through the assembling 
company’s hands after being fabricated elsewhere. 
At the end of February, 1952, latest date for which 
the Department of Commerce has compiled figures, 
the total backlog of unfilled orders for all American 
industry stood at $61.4 billion. This was an increase 
of $10.7 billion since the preceding February, but 
trends within the increase were sharply divergent. 


~ 

ee companies in the heavy industry cate- 
gory—those whose customers are buyers of capital 
goods, most often built to order—backlogs of orders 
are a vital factor in profitable operations. Subject to 
cyclical changes in demand as these companies are, 
presence or absence of a massive backlog may de- 
termine whether a given company sails serenely 
through a minor setback in capital goods demand or 
whether it feels its full impact. 

For a company’s management, its backlog pro- 
vides assurance of a continuance of operations at 
ne gege a pi bok grec Ge ae, All durable goods orders had added $13.9 billion to 
trial production in this country. Its comparison in their year-earlier total, while total forward orders 
size with its competitors’ backlogs is a measure of for non-durable goods had declined by $3.3 billion in 
acceptance of its products and prices. The investor the same period. 
will, if he is cautious, look a little farther and assay 


his companies’ backlogs by their quality as well as Vehicles’ Backlog Rises Enormously 
their quantity. ae ; ; 
Earnings from a backlog are valued lightly when Within the durables, transport equipment includ- 


it is apparent that every shipment cuts down the ing motor vehicles and parts had an enormous in- 
backlog proportionately because no new orders are crease of $8.5 billion, machinery other than electrical 
coming in. In these times, too, when the government of $2.7 billion, and electrical machinery of $2.1 bil- 
is a large buyer of heavy equipment for the defense lion. This tells us largely what we already knew: 
forces, the bare figure of a backuog undivided into defense orders and capital expansion of civilian plant 
civilian and defense orders loses some of its mean- are the remaining props of our high-employment 
ing. Government business carries a low profit margin, economy. 
no more than half that of normal business. On the In terms of the cushion against declining current ; 
other hand, the defense program is a continuing one, orders they afford, unfilled orders for transportation 
and the company which is turning out a satisfactory equipment, including motor vehicles and parts, would 
product may well expect that its orders will be re- keep the industries concerned working some eight 
newed when current delivery schedules have been months at the February pace of deliveries; electrical 
fulfilled. machinery makers could operate seven months on 
It is important, also, to relate backlog size to com- orders now in hand, and makers of machinery other 
pany size. It is impossible to state definitely that one than electrical would take not quite five months to i 
backlog is finer than another, but obviously forward fill all orders. In terms of operating time, the back- 
orders representing eight or nine years’ operation at log of the soft goods industries must be measured in 
the capacity last shown mean either that the com- days, and not many of those. 
pany is to be expanded, with a consequent change in One qualification to the backlog picture of com- 
all the basic calculations hitherto made, or that some- panies engaged in producing heavy goods for the 
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SALES AND BACKLOGS OVER THE LAST TWELVE MONTHS 
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defense effort lies in the congressional limitation of 
defense spending during the coming fiscal year to $46 
billion. It is true that such a blanket cutback has been 
forced upon the fiscal committees of Congress by the 
non-cooperative attitude of the Administration, and 
the sum remaining is no doubt adequate to the pur- 
pose in hand. Still, it must be remembered that most 
of this cut will come from the hard goods portion of 
the defense program, and that the cutback will bear 
very unevenly upon defense contractors. 

Last year’s defense spending, at home and over- 
seas, was divided about like this: Personnel, $10.3 
billion, with the fourth quarter taking a little less 
than the third; soft goods, $4.4 billion, fairly level 
through the last three quarters; hard goods and con- 
struction, $11.8 billion, with each quarter showing 
a rise of $800 million to $1.1 billion over the preced- 
ing one. The vast increase from this program to an 
intended $52.5 billion in fiscal 1953 will be largely in 














Backlogs of Selected Companies 








——_——_ — 195] —_—__—__——__—- 
Order} Net Net Net Div. 
Backlogs Sales Profit Per Per 
———(Millions)———_ Margin Share Share 
Allis Chalmers 390.1 $457.0 4.9% $8.19 $3.50 
American Brake Shoe 55.0 147.5 4.3 S19 3.20- 
American Car & Fdry. 390.0 92.11 3.8! 4.28! 2.00 
Blaw-Knox ... 109.6 119.4 3.1 2.55 1.25 
Boeing Airplane 1,335.5 337.3 2.1 6.60 3.00 
Cincinnati Mill. Mach. 170.0 67.0 6.3 4.75 2.05 
Continental Can 50.0 460.5 33 4.61 2.00 
Douglas Aircraft 1,845.3 225.1 3.0 5.76 3.50 
Fairbanks, Morse & Co. 55.8 116.0 4.2 4.09 2.50 
Food Mach. & Chem. 142.1 151.8 6.4 4.01 175 
Gen. American Trans. 105.0 119.2 53 5.76 3.50 
Grumman AircraftEng. 90.1 167.5 3.2 2.73 2.00 
New York Air Brake 24.0 37.8 6.0 3.02 1.70 
North Amer. Aviation 1,700.0 177.6 3.6 1.87 1.25 
Otis Elevator 149.0 90.1 10.1 4.63 2.50 
Packard Motor Car 400.0 178.1 3.1 38 .30 
Pullman 385.0 252.7 4.0 4.69 3.00 
Sperry Corp. 631.0 240.9 4.5 5.36 2.00 
United Aircraft 1,300.0 417.2 3.4 4.06 2.002 





+—Latest available 1—6 mos. ended Oct. 31,1951. °2—Plus stock. 


———e 
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hard goods. Imposing a ceiling will not bring dis- 
charges of personnel or reduced costs for food and 
clothing. All must come from the procurement of 
weapons and machines. The contractor whose wares 
are the most nearly finished will be paid off ; the man 
whose goods are in process will be encouraged to 
stretch out deliveries. 


Views on Plant Expansion Change 


Another reservation as to the meaning of massive 
backlogs comes from the changing atmosphere in 
which commitments for plant expansion must be 
made. This effects actual backlogs less, of course, 
than it does the orders which must be relied upon in 
conjunction with backlogs to keep production flowing 
for the longer term. An example of a whole industry 
which may be thus affected can be seen in the recent 
offer of defense production authorities to assure rail- 
roads of accelerated amortization privileges on an 
extra 296,000 freight cars in addition to those now 
on order. It came at a time when many railroads are 
convinced that the next move in freight traffic is 
more likely to be downward than upward. They have 
been curtailing orders, on that assumption, so that 
the backlog of freight car orders fell from 118,000 
to 115,000 in a month. 

An example of a single company’s doubts in this 
respect appears in the address of Charles R. Hook, 
chairman of the board of Armco Steel, to the Cham- 
ber of Commerce of the United States in Washington 
ten days ago. He said: 

“Armco has found it necessary to safeguard our 
working capital by holding up some $15 million of 
plant expansion already authorized by our board of 
directors. We have some $40 million to $50 million 
worth of projects we would like to go ahead with, 
which we have not presented to the board. Under 
present circumstances the money would not be 
in sight.” 


Companies with Massive Backlogs 


When all these things have been said, the fact re- 
mains that of two companies in the same business, 
the one with the larger backlog must logically be 
considered in the better position. Here are some 
companies with massive backlogs, and comments on 
the connotation of the figures: 

American Brake Shoe ended its year with a back- 
log of $55 million, down $6 million from the figure 
three months earlier. This is about 414 months’ sales 
at the $147.5 million shown for 1951. William B. 
Given, Jr., chairman, told the annual meeting the 
company thought a recession was likely to develop 
in the nation before the year was out, and that plans 
were being made with that in mind. Half of Brake 
Shoe’s production goes to railroads. 

American Car and Foundry reported at its half- 
year point, October 31, 1951, a backlog of $390 mil- 
lion, $240 million in defense and $150 million in 
civilian orders. Company officials said recently that 
the defense order was just getting out of the tooling- 
up stage. Since the tanks being made are not paid for 
until they are delivered, results for the year just 
ended are unlikely to benefit from this order. With 
railroads beginning to wonder where they will find 
the freight to pay for new cars ordered now, the 
military business will come in handy in the year just 
begun. ACF’s $15-million-a-month sales will leap 
sharply when tank de- (Please turn to page 230) 
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earnings, some of 
them quite extensive. 







































In a_ preliminary 
survey of the earn- 
ings reports of about 
one hundred and fifty 
companies, we found 
that 109 had declines 
in earnings, ranging 
from small reduc- 
tions to 80%-90%, 
and 39 had gains. The 
average decline in 
earnings, compared 
with the first quarter 
of 1951, was in the 
range of 20-25%. 

Among the indivi- 
dual companies, the 
oils turned in an out- 
standing perform- 
ance with Standard 
Oil of New Jersey, 
Gulf Oil, Phillips 
Petroleum and Skelly 
Oilimportant gainers. 
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PART Il 


ee our analysis of first quarter 
earnings, we find that the major factors in the lower 
earnings trend—as described in Part l—are higher 
costs (labor and materials), taxes, and, in a number 
of instances, a decline in volume of sales often ac- 
companied by a decline in prices. This latter factor 
has emerged for the first time in several years as 
one of the decisive elements in the profit situation, 
especially in industries manufacturing consumers’ 
durables. 

With manufacturers’ inventories still close to the 
record-breaking figures of approximately $70 billion, 
it is an unfavorable development that sales have 
recently been turning downward for a rising per- 
centage of industrial corporations. This is creating 
a situation in which cutbacks in production are 
inevitable if inventories are not to become really 
burdensome. In a number of cases, over-supply is 
causing price softness. Military production, however, 
is immune to this process and, in fact, defense output 
is now steadily rising, a welcome development for 
many companies who find their civilian markets in 
an unsatisfactory state. 

The cost factor is predominant in reducing profits. 
While prices of materials are no longer rising and, 
in fact, are about 3°¢ under the first quarter of 1951, 
wages remain at the peak. Hence, with the sales 
curve flattening out, the operating ratio has nar- 
rowed. Together with high taxes, the impact on net 
income has become marked, as illustrated in the ac- 
companying table. 

We have listed about forty important companies 
which have issued their first quarter reports, in addi- 
tion to those listed in Part I of this study. The great 
majority of these companies show declines in net 
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appointing. Some of 
the companies in this 
group had severe de- 
clines in net earn- 
ings; Interchemical, 
Koppers, and Pitts- 
burgh Coke & Chemica] were among them. On the 
other hand, Allied Chemical held close to its high 
earnings of last year and Spencer Chemical made a 
gain in the quarter, though the last nine months’ 
earnings showed a decline. 

The steel group uniformly showed its vulnerability 
to high taxes, despite sustained high operations. 
There were no exceptions to the trend. Some of the 
smaller concerns commenced to show the effects of 
high costs with a severe cut in profits. With higher 
wage costs to affect earnings in the balance of the 
year, net income will be lower for the industry, as a 
whole. It is noteworthy that the percent earned on 
steel sales in 1951 was 5.8% compared with 8.1% 
the previous year, and in the first quarter of this 
vear declined to about 5%. This is the trend which 
has affected the net profit margin. Earnings, how- 
ever, are still substantial compared with any but the 
most profitable post-war years. 

We have alluded in the above only to several of 
the most important groups. As the accompanying 
tabulation shows, the declines were spread through- 
out most branches of industry. Individual increases 
in industries in a generally downward trend were 
sparse. These are noted in the table. 

In addition to the table, which gives a good cross- 
section of current earnings conditions, we have 
added observations on a few of the listed companies 
in the accompanying text. These illustrate the condi- 
tions affecting earnings generally. 

Bethlehem Steel Corp. First quarter earnings 
showed a sharp decline from the final quarter of 
1951, the figures being $1.80 a share and $3.93 a 
share respectively. In the first quarter of last year, 
earnings were $2.45 a share. The decline occurred 








despite an increase of $40 million in net billings, 
bringing the figure up to $466 million against $426 
million a year ago. Production broke all records for a 
single quarter with an output of 4,193,000 tons 
against 4,110,000 in the like quarter last year. 

With higher costs of operation, taxes declined and 
were $31 million for the quarter against $42.8 mil- 
lion a year ago. An increase in depreciation and de- 
pletion of $1.8 million, in addition to an increase 
of $2.5 million in accelerated depreciation, was 
equivalent to 45 cents a share. 


Margin of Net Off Nearly a Third 


Noteworthy in the report is that net income for 
the quarter was at the rate of only 4%, compared 
with 5.9% for the entire year 1951. Obviously, the 
trend of net income has been affected substantially 
by higher costs. With the new wage hike in prospect 
and lack of a commensurate rise in steel prices, the 
trend toward lower earnings will probably continue 
into the final quarters of this year. 

Allis-Chalmers Manufacturing Co. The substantial 
earnings record built up by this company in recent 
years continues to be reflected in its first quarter 
1952 statement. Net per share amounted to $1.85 
compared with $1.70 in the corresponding quarter 
of 1951. Billings amounted to $123 million against 
$87 million, indicating the high rate of activity at 
the company’s mills. While unfilled orders, aside from 
military, at the end of the quarter, were $237 mil- 
lion against $179 million, new orders booked showed 
a decline of about $24.5 million. Military orders alone 
amounted to $138 million. | 

During 1951, direct defense orders amounted to 
about 10% of total output but it is believed this 
figure will reach 30% before the end of 1952. To 
this extent, it represents a shift from normally more 
profitable civilian production to less profitable gov- 
ernment work. One of the inhibiting factors last year 
was the difficulty encountered in acquiring the requi- 
site amount of materials for use in manufacturing 
operations. Less di-culty on this account should be 
experienced in the balance of this year, as supplies 
of needed materials slowly become more available. 


Taxes Are Greatest Brake on Profits 


The principal factor in holding profits down, as 
last year, is higher taxes. Tax figures have not been 
given for the quarter. Based on last year’s figures 
of total taxes of $56 million, total taxes for the 
quarter were probably in the neighborhood of $15 
million. With improved labor relations and prospects 
for a high sustained volume of billings throughout 
the year, Allied-Chalmers should come close to dupli- 
cating its earnings of $8.19 a share. 

Heyden Chemical Co. Earnings for the first quar- 
ter showed a sharp decline from the same period of 
1951. They amounted to 30 cents a share, compared 
with 65 cents a share in the first quarter of 1951. 
Applying this period’s present tax rates to earnings, 
the latter would have amounted to 59 cents a share. 
On a comparative basis, sales would have been $7.3 
million against $5.8 million in the first quarter of 
this year. Playing a part in the sales decline was the 
reduction in demand for textiles, plastics and paints. 
The reduction in the sales price of penicillin, an im- 
portant product, amounting to a cut of about 50%, 
also helped reduce sales volume in terms of dol- 
lars received. 


As a result of the lower gross profits, income taxes 
dropped from $428,000 to $169,000 for the quarter. 
This factor, therefore, is not important, compara- 
tively speaking, as an element in reducing net in- 
come. Genuine improvement in earnings must await 
a pick-up in demand for paints and a better price 
level for its drug products. 

St. Joseph Lead Co. First quarter earnings were 
$1.45 a share compared with $1.55 a share for the 
like period last year. This modest decline was ap- 
proximately accounted for by a slight increase in 
taxes and costs. Reflecting the growing surplus of 
lead and zinc, prices for these metals are now lower 
than ceilings. Apparently, officials of the company 
anticipate that controls over both zine and lead will 
be lifted in the reasonably near future. Recently, the 
company cut lead prices 1 cent a pound. At any 
event, it would seem that a maximum in profits has 
been reached and a tapering-off would not be sur- 
prising. This, however, should not attain undue pro- 
portions during the balance of the year. 

Last year the company earned $5.50 a share, net. 
It would seem that with a lowering of world prices 
for zinc and lead, total revenues for the year will be 
under those of the preceding year. It is too early to 
forecast 1952 earnings but, based on the considera- 
tions mentioned, it is probable that earnings will be 
proportionately under those of 1951. 


Civilian Buying of Trucks Declines 


Mack Trucks, Inc. Earnings were 47 cents a share 
for the first quarter compared with 64 cents in 1951. 
This was the result of a decline in sales for the quar- 
ter of almost $7 million, demand for civilian trucks 
having taken a sharp drop. The company states that 
this has resulted in a larger increase in inventories 
than anticipated. Sales have picked up somewhat in 
March and April, but it is not expected that sales 
for the first half will equal those of the like period 
last year. A feature of the report is that heavy in- 
roads are being made in the military backlog—now 
standing at about $100 million—and that a higher 
percentage of plant operation will be devoted to mili- 
tary vehicles and components. 

The inventory problem has forced a curtailment in 
civilian production, a situation that seems likely to 
continue for some time. Under these circumstances, 
it is not likely that any appreciable increase in earn- 
ings from present levels will be experienced, despite 
the rising volume of military output. 

Air Reduction Co. First quarter earnings were ap- 
proximately the same as for the corresponding period 
of 1951, when 62 cents a share was reported. Karn- 
ings would have been 5 cents a share higher were it 
not for some non-recurring charge-offs. Sales in 1951 
were about $118 million and are expected to rise some- 
what during the current year. Earnings are not ex- 
pected to equal those of 1951, when $2.69 a share 
was earned, but should not fall materially below. 

A substantial portion of the company’s business is 
with the metal trades and railroads. Thus, it is de- 
pendent to this extent on continued activity in these 
major industries. The company is making strides in 
reducing its dependency on the older, basic low- 
profit margin products, and expects to increase its 
profit margin through development of new chemical! 
products. Plant expansion this year will amount to 
about $16 million and a similar amount is antici- 
pated for this purpose next year. 
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eee EET 
Quarterly Comparison of Sales and Earnings 
1952 ~ —195}——— 
Ist Quarter 4th Quarter 3rd Quarter 2nd Quarter Ist Quarter 
Net Net Per Net Net Per Net Net Per Net Net Per Net Net Per 
Sales Share Sales Share Sales Share Sales Share Sales Share 
(Millions) (Millions) (Millions) (Millions) (Millions) 
Admiral Corp. $439 $ 79 $510 $ 217 $333 $ 68 $332 $ 88 $703 $ 1.25 
Air Reduction “3 61 306 66 293 62 302 68 28.2 —«.62 
Allegheny Ludlum Steel 52.7 84 57.9 90 54.1 1.36 58.7 1.80 579 2.03 
Allied Chemical & Dye ........... 1222 1.111255 “121 (1217 *2.06 «2129.8 1.16 1248 1.15 
Allis Chalmers oc (128.0 «BS «49.7 234 1121 1.87 1208 230 873 (1.70 
American Brake Shoe 38.2 108 37.3 1.38 32.6 72 39.8 1.72 37.71.14 
American Cyanimid .......... 938 155 920 141 95.7 163 987 3.48 102.1 2.48 
Armco Steel mii, Ve io 1358 1.59 1300 1.17 1363 195 132.6 =—s2.09 
Atlas Powder iS i SC«*d 75 126 58 13.5 “1.04 124 —«BS 
Bethlehem Steel ....... ss -466.3.—=—=——«*C2«CWBOD.—S~<“i«é‘é OW 3.93 4467 1.76 = AAD. 22926. ~*~*«ii«S 
Borg Warner 89.6 2 0C‘“‘ié‘SS 2.41 935 159 101.2 243 1006 2.41 
Continental Can nce, 51 (107-4 86ND 20K. 1.05 98.1 66 
ar] “eee ee 9.4 75 £92 _ a 
General Motors ccc 1793.0 218629 —i.4Bsd720.3———s«d«OZ_—_—=*;«921.3 155 19598 1.58 
General Portland Cement . 7.1 1.03 67 1.07 71 938.0 1.24 6.1 1.00 
Gulf Oil — Sena: 1.56 400.5 2.04 3424 1.34 3364 1.38 359.9 1.4] 
Heyden Chemical 5.8 30 6.9 29 7 37 8.0 61 7.7 65 
International Business Machines 2.23 74.8 2.69 66.1 — 1.86 65.7 2.57 59.9 2.22 
Mack Trucks 36.7 48 35.4 40 33.2 (d) 11 375 iw 43.4 64 
Mathieson Chemical .... 29.1 77 20.3 69 228 8 244 98 23.2 1.08 
Merck & Co. 29.6 33 30.8 47 288 20 30.7 _ 55 29.9 36 
Nash Kelvinator... 72.4 12 71.7 24 851 81 107.17 107.0 ‘1.05 
National Distillers i 38 142.7 86 (1226 66 645 37 1369 1.09 
National Gypsum 2.8 BK 76 24 66 £26 89 218 88 
Parke, Davis& Co... 38.7 Te ee ae ee ee | ee 36.9 1.06 
Rheem Mfg. ae 29.1 51 25.0 ee ee ee ee * a 1.65 
Ruberoid Co. ee 12.8 1.35 14.6 1.65 —*17.0 2.07 16.7 178 «15.9 1.73 
St. Joseph Lead 30.8 1.45 26.6 1.35 25.8 1.02 28.7 1.58 29.6 1.55 
Scott Paper ae 81 31.7 1.14 30.0 54 316 97 36.7 87 
Shell Oil re 289.1 1.80 291.5 2.32 263.6 —1.67—_257.1 1.72 261.6 1.66 
Standard Oil of California. 246.0 1.46 258.4 1.50 251.8 1.59 237.3 1.62 227.8 1.34 
Studebaker 149.8 2.06 117.7 1.63 120.7 50 126.4 1.14 138.3 2.09 
Sylvania Electric Products 55.9 88 58.6 1.02 40.3 _—«5A 43.1 1 60.6 2.35 
Texas Gulf Sulphur i ae 2.10 18.4 ‘1.98 19.3 1.84 19.0 1.97 16.0 1.83 
Thompson Products... «59.2 1.39 55.6 1.67 48.6 1.08 47.5 1.75 43.0 1.92 
Union Bag & Paper. 249 TA 24.5 1.84 25.4 1.98 26.7 2.41 26.9 2.09 
United Airlines S32 8G 54 36.9 1.74 30.4 7 28.1 46 
U. S. Steel 1.43 916.9 1.66 867.1 83-906.) 199 819.4 ‘1.62 
Wrigley (Wm.) Jr., Co. 18.2 109179 oH BFK BS BSSCdBONSCC~*«*‘C«C 
Zenith Radio 25.7 “2.20 «©» 349 5.45 22.1 63 15.9 31 370 24.53 
d)—Deficit. 























Thompson Products, Inc. Based on the 1,181,000 
shares of common stock presently outstanding, earn- 
ings amounted to $1.39 a share in the first quarter 
of 1952, compared with $1.70 a share in the like 
period of 1951. Despite an increase of about $16 mil- 
lion in sales, bringing the quarterly figure up to 
$59 million, the highest on record, net income 
dropped from $2.1 million to $1.7 million. 


New Plant Soon in Operation 


The decline was caused principally by an increase 
in costs, including labor and materials. Taxes, includ- 
ing excess profits, increased only slightly, or from 
$3.1 million to $3.4 million. Shipments of automotive 
products. affected by conditions in the automotive 
field, were below those of the same period of 1951 
but held close to the last quarter of 1951. On the 
other hand, shipments of aircraft products are in- 
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creasing and are expected to increase throughout 
the balance of the year, as military airplane schedules 
are finally stepped up. 

One of the factors in holding the operating margin 
down in the first quarter was the failure of new 
plants, which had not been fully equipped then, to 
operate at a high rate of capacity. It is expected that 
these new plants will be in full production by the 
end of the year. This could have a definite effect in 
raising the profit level. In 1951, the company earned 
$6.20 a share. For the full year, the company should 
earn over $5.25 a share. 

Nash-Kelvinator Corp. The company suffered a 
severe drop in earnings during the first quarter of 
1952, with only 12 cents a share reported against 
$1.04 last year. Sales fell off sharply from $107 
million in the first quarter of 1951 to $72 million 
this year. The first half of the company’s fiscal year, 
ending March 31, showed (Please turn to page 230) 
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Happening in 
W. ashington 


CIVIL RIGHTS legislation, which has wrecked Demo- 
cratic party unity in the past, will be all but ignored 
at the resolutions committee table of the national 
convention. There will be a plank on the subject, but 
it will be written into the platform in very broad 





WASHINGTON SEES: 


Predicting what the Supreme Court of the United 
States will do in the steel seizure case has become 
a prime pastime in Washington. Naturally it’s all 
guesswork at this point, but that fact has never 
been a serious barrier to knowing forecasts at the 
Capital. 

Justice Pine, who held that President Truman 
was without legal power to seize the plants, wrote 
an exhaustive opinion which impressed the legal 
fraternity. Justice Department lawyers haven't dis- 
closed their full line of attack—which adds to the 
guesing aspect of the whole situation. 

However there will be considerations of con- 
stitutional law in a changing world and basic ele- 
ments of economics entwined in the arguments. In 
view of the present makeup of the high bench it 
would be a great surprise if the decision were 
unanimous. The weight of opinion appears to be 
that Judge Pine will be sustained by a very narrow 
margin; that Congress will be urged to make it 
clear by statute under what considerations a 
President may seize facilities. 

Of course Congress cannot write its own ticket 
with complete assurance that it will be accepted 
as valid. There still are constitutional guaranties 
protecting property rights and the lawmakers 
must observe these. The Supreme Court is certain 
to give valuable guidance in this direction in its 
dicta; decision in the instant case will affect only 
the steel plant seizure, but there is sure to be a 
free flow of legalistic philosophy in the opinions 
that will come down. 
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STRADDLES AHEAD ON CIVIL RIGHTS 


By E. K. T. 


strokes. This, of course, is a concession to the rebell- 
ious Southern delegates, who already have been 
promised a place on the resolutions committee. The 
convention is expected to declare for states’ rights 
on FEPC, lynching and poll tax laws. The Republican 
convention isn’t likely to be any more emphatic. 


SURPRISINGLY, some Democrats in high position are 
indulging wishful thinking that General Eisenhower 
may yet be their Presidential nominee. Their think- 
ing on the subject is convenient even if not convinc- 
ing. It’s pointed out that he hasn’t said ves to the 
question put to him by the Taftites, namely, will 
he support the GOP nominee if he fails to win the 
prize. Should Senator Taft be the nominee, say these 
Democrats, the clash of attitude on foreign policy 
would force open opposition on the part of Eisen- 
hower, making him ripe for draft by the Democrats. 


THOUSANDS of District of Columbia voters of Re- 
publican persuasion have registered to vote in a GOP 
preference primary next month which is one of the 
most interesting sideshows in American politics. 
They will select 86 delegates, who will then meet to 
pick 6 delegates to the Republican national conven- 
tion. When the Chicago meeting is over, all hands 
can forget about the whole thing, because District 
of Columbia residents do not have the right to vote. 
But the right to cast 6 out of the 1206 votes that 
will be counted is considered here worth a full- 
fledged campaign. 


CAMPAIGNS are cutting seriously into attendance to 
Congressional business. The absentee list has grown 
amazingly since Senator Estes Kefauver resigned 
from the crime investigating committee chairman- 
ship with a flourish of protest that the job was 
taking him from the duties to which he was elected 
—Senator from Tennessee. Kefauver is seldom seen 
in Washington. He’s on the hunt for delegates. The 
same is true of Senators Taft and Kerr, and lately 
of McMahon. It isn’t only the avowed candidates; 
each has a string of suporters around the states 
beating the bushes. 
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The Treasury Department is greatly concerned 
(worried would not be too strong a word) over the state of 
its savings bond dealings. It has reason tobe. Behind 
the sales program are the dual objectives of major 
importance -= to encourage savings and to check inflation -- 
and it appears that neither goal is being achieved. 
Secretary Snyder is professing an optimism that isn't 
shared by the career personnel of his office. Root of the 
trouble is the low interest rate on savings bonds. It 

just isn't attracting customers. 





























The cold statistics are chilling. With the 
fiscal year three-quarters of its way out, the Treasury 
has struck a balance and found that individuals sold about 
1 billion dollars more of E, F, and G series than they 
bought in the comparable period. Secretary Snyder's 
forecast that a higher interest rate would reverse the 
trend hasn't worked out. It just was not high enough 

to attract investors == 2.9 to 3 per cent on a 10 year 
basis, with substantially less paid on bonds held for lesser terms. For the present 
at least, the government intends to reply upon the patriotic appeal to bring on a switch 
to more buying, less selling. But there's much head-shaking among the old-timers in 
the Synder bureau. 
































Congress in its reach for applause for budget cutting may have been playing 
carelessly with defense appropriations. Slashing 4.7 billion dollars from the 1953 
estimates cannot be objected to seriously (it removes the normal fat ingredient) but the 
lawmakers on the senate side have written into the bill a ceiling on expenditure of 
money previously voted and allocated. That raises questions which touch not only 
security but also the economy -- contracts actual and implied. 

















The Defense Department had planned to spend 52 billion dollars during 1953. 
The amount or the purposes should not be a surprise to congress -- the solons made the 
appropriations and approved the purposes, for the most part, last year. Now, in the 
spirit of economy, the armed services are directed to lop this to 46 billions, forget 
if necessary -- as they obviously must -- some of the programs which seemed important 
important enough only one year ago to be funded. Such as planes. The Budget Bureau 
already had cut military requests in this respect and one of the Capital's most 
careful watchers of the taxpayers' purse, Comptroller General Warren observed: "It 
doesn't reduce expenditures; it merely postpones them." 
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The fact that some wealthy individuals made loans to the Democratic party, 
then charged them off as bad debts for federal income tax purposes, made headlines but 
not news. Senator Williams of Delaware may have overplayed his hand by suggesting 
that the Republicans seek out campaign funds in the same manner. The idea didn't 
originate with the Democrats, he will be told with supporting evidence. Actually, 
there isn't a bit of illegality in the deals by which a party borrows money, finds 
itself unable to repay, and sets up a bad debt exemption for the generous lender.. 
Significant, however, is the fact that unlike transactions between individuals a 
political party's bad debt status doesn't have to be established in an unsuccessful 
lawsuit by the creditor. It evidently is assumed. 









































In spite of what would seem to be simple and understandable language of 
disinterest on the part of President Truman, opinion is spreading in party circles that 
he would accept a draft. In fact a draft is being organized by some party bigwigs who 
either know something which is not in the public domain of news or who are anxious to 
Save their own political scalps. Another reason for this activity suggests itself: 
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Some party leaders would rather not announce a choice in the current scrambled 
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Senator Brien McMahon's announcement of candidacy for the democratic 
Presidential nomination was followed too closely by complimentary remarks from 
President Truman to have the ring of authenticity. It will not be forgotten that 
McMahon once was entered in the Illinois primary as an admitted stalking horse for the 
President. But there is new significance: Mr. Truman is determined to stop Kefauver, 
now the Democratic front-runner. McMahon's re-entry will insure a bloc of New England 
votes, Senator Humphrey will come up with some in the mid-west and Averell Harriman 
will have Néw York's huge block. Senator Russell will carry away Kefauver's 
previously assured strength in several southern states, and many of his supporters 
are beginning to fold their tents and silently steal away. 





























The publicly-ascribed reasons for State Department announcement of a ban 
on travel into Iron Curtain countries can be taken with a grain of salt. Some -- a 
very few -- businessmen and industrialists ignored the Administration's advice 
against attending the Russian economic conference. The State Department's striped 
pants set professes anxiety for the safety of United States citizens who are so 
venturesome as to go behind the curtain. Real reason is that they don't trust 
citizens of this country to match talents -- and silence -- against the Russkys. 
Before the economic conference was called, the Department advised United States 
citizens not to attend. From now on, it’s an order; if it isn't obeyed it will be 
passport violation. 






































Little-known fact to most of thos? who pay the bill, meaning the taxpayer, 
is that California and not the District of Columbia is the center of federal 
emplcyment. In that state, 258,000 persons work for Uncle Sam. D.C. is second, 
with 249,000. Following in order are New York, 207,000; Pennsylvania, 148,000; 
Texas, 116,000; Illinois, 110,000; Ohio, 105,000. 




















Insurance companies which handle automobile liability policies aren't 
going to like this one, but there is a surprising amount of enthusiasm for it in the 
District of Columbia: creation of an unsatisfied judgement fund out of annual one dollar 
tax on each of Washington's 202,000 (last count) automobile owners. In practice, 
each car owner would pay one dollar into the fund when he registers his vehicle. 

When judgments are entered and remain unpaid after suits arising out of automobile 
accidents, the plaintiff simply presents a copy of the judgment to the administrative 
body, collect what's due him. The defendant either pays up within a fixed, brief 
period, or forfeits his license. Sponsor is a local traffic court judge. He claims 
it isn't revolutionary, works out well in Manitoba, Canada. . 
































It may be put down as fact that congress will not substantially cut federal 
payrolls. The talk of a 10 per cent reduction is no more than that -- talk. Each money 
bill carries the Jensen rider when it comes from committee. If past experience is a 
guide, no bureau will lose personnel or the right to upgrade existing staffs to higher 
Salaries. Under the Jensen proposal, not more than one of each four vacancies in 
personnel could be filled by new appointments. 

















Probably the most ludicrous suggestion that has come out of Washington 
since the proposal by Woody Hockaday that sprinkling chicken feathers would insure 
world peace, is the talk of impeaching President Truman for his action in the steel 
case. It is delighting the Fair Deal Democrats, embarrassing the level-headed 
Republicans, especially the many able lawyers on the GOP side of the aisle. Whether 
his action in seizing the steel plants was legally sound is obviously questionable; 
whether he had the right to submit the issue can hardly be questioned without inviting 


ridicule. 
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A Scramble for... 


WORLD 
MARKETS 


By V. L. HOROTH 


5. 1951, the dominant problem of 
the industries of the free world was to 
maintain production in the face of raw 
material bottlenecks. In 1952, as the Manchester 
Guardian Weekly points out, it appears that the 
chief problem in these countries which depend upon 
exports will be the supply of orders for exports. 

The world situation could not have changed more 
dramatically since last fall when the new Conserva- 
tive Government in Great Britain began to tighten 
the belt in earnest. At that time, bottlenecks in coal, 
steel, sulphur, copper and a number of other raw 
materials were still threatening. Today, after whole- 
sale cancellation of import orders by Australia, 
South Africa, France, and many Latin American 
Republics, such as Brazil and Mexico which sud- 
denly find themselves with large inventories on their 
hands, fear is being expressed that the Western 
World may be faced with a problem of redundancy 
of industrial production in certain lines, a problem 
made more serious by the fact that Germany and 
—— are now barred from some of their old mar- 

ets. 

Overproduction in relation to current demand is 
being felt in particular in the textile and footwear 
industries not only in the United States but all over 
the free world. It has been spreading, thanks to the 
German and Japanese comeback in other lines such 
as hardware, certain chemicals and pharmaceuti- 
cals, and even in consumer durable goods. 

Along with this, there has been another develop- 
ment. Exporters in Europe and Japan, faced with 
shrinking markets for their products-in the sterling 
area and elsewhere, are bound to redouble their ef- 
forts to expand their sales in the most lucrative of 
markets—the dollar markets. The irony is that they 
have been told all these years that they must increase 
their dollar sales; we have given them grants to 
modernize their factories and we have sent them 
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E.C.A. working parties to show them how to crack 
the American market—which, incidentally, in view 
of our amazing self-sufficiency and the very high 
productivity of our industries, is no easy feat. 

So some of our industries are facing a double- 
barreled problem: (1) shrinking markets overseas, 
which means that the products normally exported 
are backing up on the domestic market, and (2) a 
growing competition from imports. The natural 
reaction has been a clamor for more protection and 
higher tariffs, so far, however, only on the part of a 
few minor lines. But the pressure for protection is 
likely to grow. Coming as it does at the time when 
Moscow is trying to lure Western Europe into more 
trading, our future attitude toward imports may not 
only become embarrassing to us, but also dangerous, 
since it may endanger the whole embargo policy on 
shipments of strategic materials to communist coun- 
tries. 


International Slump in Textiles 


To illustrate what has been going on, let us begin 
with the slump in the international textile business, 
which is said to be the worst since the early ’thirties. 

While the situation is particularly aggravated in 
textiles, the potentialities for over-production in 
other manufacturing lines also exist. By 1950, world 
manufacturing capacity had increased by 6% over 
pre-war times. Productive plants of all kinds have 
been added to the resources of many nations, some 
of which are newcomers to some branches of the 
manufacturing field. The total of these activities 
therefor has produced what is at present a top-heavy 
manufacturing capacity and renders quite likely the 
inauguration of a period of extreme competition for 
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Per Capita Consumption of Major Textile Fibers 
(in kilograms — 2.2 pound) 





Cotton Wool Rayon Total 
1838 «1950 «=—.:'1838Ss «1950S «11838 §= 1950-1838 = 1950 





United States ...... 98.122 40 20° 1.10° "(38-9 389 
ee a ee on 80-42 2.1 J. 2A “@2> 425 
Netherlands ........ Si te at: 3A J - AB - BO: 128 
Great Britain ...... 17 °F 32 30 0 23-399 ins 
Sweden ........... §5 60 2.1 36 S 22 8235 VWs 
Australia .............. “Jy BA 24 42 47 15 92 1408 
ee wee Ds 20° 17 6 AZ FTA BD 
Germany ........... 34 4,1 in” 9A 332° ° 32789 87 
Argentina ........... AS G8 4 .%6 ra | » $2 TF 
PUVA ..0..000c0i0s50s ‘2-2 28.43 AS 4 2A 31 68 
WO cake ee Re 2 2 a 4 3.8 4.0 
ite so eR? 424 2 2 3 7 34 33 
ees | ome D6 02 23 D419 16 
DING -6cca ee Ae a 6 J 2 @20 i 
Russio ............ 34. 235 6 4 Pi 2-40 33 
World ee es. & i 4 5 4 y se “ae 





Source: International Cotton Advisory Committee. 
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world markets. 

The recession in textiles varies widely from coun- 
try to country and from line to line. There is no sign 
of a textile slump in Canada or Mexico. Nor are the 
makers of synthetics worried; the use of such new 
fibers as nylon, orlon, and dynel is expanding con- 
tinuously, textile recession or no textile recession. 

In the United States, where the textile slump has 
now lasted for almost a year, there are signs of a 
pickup later this season. The highly specialized (and 
unionized) New England mills, able to profit from 
army orders, have been hit relatively harder than 
those in the South. The situation is really bad in 
England’s Lancashire, where about half of the work- 
ers are unemployed and many on short hours. More- 
over, the bottom has not been hit as yet; the import 
cuts by Australia (one of the principal customers), 
South Africa, and other countries are not yet fully 
reflected in the current demand. Unfortunately, the 
attitude of British textile unions toward technical 
progress seems to be stiffening with more unem- 
ployed around. Thus trouble is brewing unless the 
Conservative Government is lucky enough to over- 
come the rigidity of Britain’s economy and shift the 
unemployed to the expanding defense industries. 

On the Continent, cotton mills in Belgium are re- 
ported to be working a three-day shift, while woolen 
mills are at half capacity. Output is being cut down 
also in Italy and the Netherlands, while in France 
the mills are reported to be doing well, working on 
domestic and colonial orders. In Germany, factories 
are running out of orders, and the export business 
has been falling off rapidly despite aggressive sell- 
ing in Latin America and Africa. 


Trouble in Egypt and Japan 


Outside Europe, the textile business is reported 
poor in Brazil, largely because of heavy inventories 
and poor demand. In Egypt, the local cotton mills 
are seeking Government aid in exporting the sur- 
plus. In India, which needs to import food in return 
for textiles, the export outlook is not good. The Gov- 
ernment is now bailing out the cotton importers. 
However, most serious is the situation in Japan, 
which has to export about one-half of its output in 
order to finance the purchase of raw cotton to clothe 
her own people whose demand, incidentally, has 


been far from satisfied. Faced with serious cancella- 
tion of orders, Japan’s cotton mills, which exported 
more cotton goods than any other country in 1951, a 
few months ago curtailed their output to 60% 
capacity. Government assistance is sought to finance 
the unsold merchandise. Unemployment is again 
growing, and unless other industries are able to 
absorb more labor, radicalism may increase. 


Over-Expansion the Cause 


What caused the textile slump? Different develop- 
ments in different countries. Some of them are def- 
initely temporary, such as the Australian and South 
African import cuts which were due to international 
payments problems. Checking of inflated purchasing 
power has probably been the principal cause on the 
Continent, while high taxes in the United States 
are forcing the middle income groups in to curtail 
their purchases. 

Still another cause can be found in the overbuy- 
ing after the outbreak of the Korean War in fear of 
shortages during the period of heavy defense activi- 
ties. This overbuying took place in this country, 
Latin America, and probably in most of Free Eu- 
rope at the time when the postwar market seems to 
have been due for a natural recession. 

The third and most important element has been 
the over-expansion of textile capacity all over the 
world. Traditionally, industrialization in nearly all 
countries began via textile industries. In all coun- 
tries there were cadres of people trained in the cot- 
tage textile industries who could be easily trained to 
use mechanical equipment. 

As a result of this process, there are but a few 
countries which have no mechanical textile indus- 
tries of their own. Even the Central American Re- 
publics, such as Guatemala, Nicaragua, and El Sal- 
vador, now have textile industries of their own. 
There are important textile mills in North Africa, 
and the introduction of textile factories in Uganda, 
Nigeria, and the Gold Coast is a matter of time. 
Asia, Burma, the Philippines, and Indonesia are 
building up their textile production as fast as they 
can. Pakistan, considered a few years ago the great- 
est potential market for cotton textiles, will provide 
factory space for anybody who will finance the im- 
ports of textile machinery. 

The heavy importers of yesteryear are now ex- 
porters. India, once the chief mainstay of Lanca- 
shire, is now the fourth largest producer of cotton 
textiles, after Japan, Great Britain and the United 
States. Brazil and Mexico now have exportable sur- 
pluses of textiles, and so, of course, has Canada. 

The quick comeback of Japan has also been a 
factor in the over-building of textile capacity. Since 
the end of the war, the Japanese have rebuilt their 
spindleage from about 114 million to over 7 million 
at present. But Japan must export in order to eat, 
and textiles have been the traditional earner of for- 
eign exchange. German textile exports, once oriented 
to the East and the Southwest, are now directed al- 
most entirely westward. The closing of China also 
added to the glut of textiles, though the country was 
far on the way toward self-sufficiency. 

The obsession with industrialization and the pro- 
tection of newly introduced textile industries has 
wrought havoc with the international textile trade. 
According to the British Cotton Board, the world 
output of cotton textiles during the last forty years 
(1911-1951) has gone from about 27 billion square 
yards to almost 40 billion yards, an increase larger 
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than the increase in population. But international 
trade in textiles, which during 1909-13 was about 
9.5 billion square yards per annum, shrank to 6.4 
billion on the eve of the Great Depression and to 4 
billion in 1948. 

Obviously the textile industry has been the victim 
of economic nationalism. There is nothing that will 
reverse the process that was speeded up by the two 
World wars, the Great Depression, and finally by the 
Korean war. International trade in certain textile 
goods will probably shrink further, as has interna- 
tional trade in so many other commodities before, 
starting with salt and ending with sugar. The victim 
will, of course, be the consumer, who will be asked 
to pay higher prices for the product of local mills for 
the sake of the illusion of national self-sufficiency 
or the maintenance of full employment. There is 
the classical example of Venezuela where for plain 
denim overalls made in local factories and shops out 
of locally grown cotton the worker is charged a price 
about three times as much as the worker in the 
United States. 

There is nothing that can be done about the pres- 
ent textile slump but to reduce production. Each 
country will have to work out its own problem. The 
situation is likely to be the most troublesome in those 
countries which are dependent for their livelihood on 
textile exports—Japan, Great Britain, etc. In the 
United. States, we will probably be faced with de- 
clining textile exports, except in the case of novel- 
ites, apparel, specialties, synthetic fibers, etc. At the 
same time we will unquestionably be faced with in- 
creased competition of textile products from abroad. 


World Steel Output 


At the other end of the industrial scale from the 
textile industry, which is made up of small units, 
capable of putting in place with meager capital out- 
lay and operation by comparatively unskilled labor, 
we find an equal recovery postwar of the iron and 
steel industry, which requires vast investment and 
high skill. 

Postwar steel production rise has come from many 
causes: War did not give way to peace, but to an 
uneasy truce in which swords and plowshares must 
be made at the same time. Through a common fal- 
lacy of logic, agricultural countries with low per 
capita incomes looked at industrial countries with 
higher ones, and thought of basic industry as cause 
rather than effect. The almoners of American for- 
eign policy, finding their beneficiary countries suf- 
fering from the interruption of steel supply caused 
by the war, leaped at the expensive device of a local 
industry to remedy the deficiency. 

For whatever reason, as the accompanying table 
shows, steel production has been diffused as well as 
increased, and tariff protection for small inefficient 
steel plants can be assumed for the future as a mat- 
ter of course. (The table is provided by the British 
Federation of Iron and Steel Industries. Its 205.65 
million long tons roughly equal 227 million U. S. 
tons.) 

The big question is, how are we going to face this 
increased competition on one hand and on the other 
the shrinkage of export markets? Are we going to 
do what most of the other countries are doing: in- 
crease protection to our industries? Or are we going 
to defend ourselves by streamlining our production, 
thereby giving the consumer at home the benefit of 
lowered prices? Today we are facing this situation 
in textiles. Tomorrow a number of other industries 
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World Index of Mining and Manufacturing 











Production 
(1937 = 100) 
World, 
| World, World, Excluding 
Excluding Excluding U.S. and 
World U.S. U.S.S.R. U.S.S.R. 
ANNUAL AVERAGES 
1938 93 102 91 100 
j 1946 105 79 105 73 
1947 119 92 117 83 
1948 132 109 127 96 
1949 136 125 128 108 
1950 156 144 145 122 
QUARTERLY AVERAGES—1950 
First Quarter 144 136 134 116 
Second Quarter 152 141 142 121 
Third Quarter 158 142 147 119 
Fourth Quarter 170 157 157 132 
Source: Statistical Office of the United Nations. 














may be affected: shoes, toys, chinaware, hardware 
and certain chemical and food specialities. 

Despite our official policy of elimination and re- 
duction of trade barriers, and despite our request 
to other countries to do likewise we have taken 
measures or are considering taking them which 
would limit the imports to this country from many 
foreign countries. In the old days the Tariff Commis- 
sion could decide whether an industry has a case 
or not and dismiss an appeal without a hearing. It 
cannot do so now under Congressional mandate. 
There must be a hearing. 


Quotas on Imports 


Last fall Senator Capehart of Indiana succeeded 
in putting a quota on the imports of blue-mold cheese 
imports from Denmark—one of the few products 
that Denmark is able to send to us. This has encour- 
aged a number of other industries to try their luck 
and hearings are now scheduled on such products as 
jeweled watches, wood screws, clothespins, glaced 
cherries, motorcycles and parts, bicycles and parts, 
briar pipes, tuna fish, dried figs, hatters’ fur, and 
kitchen chinaware. If any one of them succeeds a 
host of other industries are expected to try their 
luck. 

Now some industries may be unduly endangered 
by foreign imports. No (Please turn to page 236) 











1951 World Steel Production 


(in millions of long tons) 





tU.S.A. 86.83 gSaar 2.56 
eU.S.S.R. 30.80 India 1.50 
United Kingdom 15.64 gSweden 1.48 
Western Germany 13.29 gAustralia 1.44 
eFrance 9.68 South Africa 93 
eEastern Europe 9.09 Brazil .80 
(six Soviet satellites) Netherlands 54 
Japan 6.39 Mexico -30 
Belgium 4.92 Turkey 13 
Canada 3.19 Norway .08 
Luxembourg 3.03 “Others 1.36 
gitaly ; 3.00 205.65 





e—estimated. g—government figures. *—Finland, Jugoslavia and 
Spain are lumped together, the survivors of the small nations category 
of former years. The others are behind the Iron Curtain. t—compares 
with 105.1 million U. S. tons, ingots and castings. 
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By GEORGE L. MERTON 


V sctimn of a psychological revolution in the 
entertainment field, the motion picture industry has 
been struggling for six years to overcome the ad- 
verse effects of dwindling profit margins. The rapid 
rise of television as a competitor for the public’s 
leisure time has been directly reflected in a persistent 
decline in theatre attendance. Film producers have 
come to realize that television is here to stay, and 
that major adjustments in industry policies are es- 
sential to compete with this new form of amuse- 
ment. The motion picture industry has solved more 
serious threats to its prosperity in the past. 

There are certain signs that the retrogression in 
box office receipts probably has been checked, and 
that the novelty of television is waning in many 
populous areas where TV has been firmly established 
for years. However, Hollywood executives have 
abandoned hopes of an early return to the lush days 
of 1946, when wartime conditions spurred the need 
of entertainment and handicapped competitors of 
the movies, and started out to cope with the actual 
conditions which confront them. 

Entertainment habits and preferences are being 
permanently changed. This fact is evidenced in re- 
peated industry surveys undertaken to reveal the 
effects of television on theatre-going tendencies. In a 
recent survey in Milwaukee, for example, it was 
found that of the families owning TV sets 29 per 
cent had not attended a movie theatre for a year or 
more. Tests have indicated that the novelty of home 
movies has worn off more quickly among children 
than in the case of their parents. Adults are per- 
suaded to make the effort to go to a theatre only by 
the promise of excellent entertainment. If the films 
shown downtown are little if any more satisfying 
than those available over the air waves, the older 
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members of the family are likely to remain at home. 

Price of admission is not always a determining 
factor. The cost of baby-sitting has become vitally 
important. The problem of caring for younger mem- 
bers of the family in the evenings while the others 
go to the movies has contributed to the popularity 
of “drive-in” theatres where the entire family can 
be piled in the family car and taken to the show. 
Television poses no problem of finding baby-sitters ; 
this is competition the movies may find difficult 
to meet. 


Better Movies Are One Weapon 


The fact that leading film producers have seen 
the need for major adjustments is encouraging. 
Progress has been made in concentrating only on 
pictures certain to have high box-office appeal. Cur- 
tailment of secondary pictures has paved the way 
for reduction in operating costs. Fewer pictures have 
made possible the release of talent and contributed to 
lower salaries for top-priced performers. All along 
the line, economies have been introduced to permit 
production of profitable pictures. Color has been used 
extensively as the industry’s most effective weapon 
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in competing for stay-at-home audiences. Color is 
one magnet television has not yet been able to use 
commercially. 


Smaller Companies Make TV Films 


Some of the smaller producers have turned to 
making films for television shows. Now that the 
three-year freeze on applications to build new tele- 
casting stations has been lifted, the way has been 
prepared for a steady growth in the potential mar- 
ket for filmed TV programs. A high percentage of 
telecasts on smaller stations not linked on national 
hookups undoubtedly will consist of films. Once the 
number of TV stations reaches a sizeable total, the 
potential outlet for filmed programs—as well as for 
libraries of old releases—will be tremendous. The 
value of film inventories already amortized may 
prove sufficient to make current prices of the major. 
producers’ shares seem modest. 

Notwithstanding indicated high evaluations on old 
films—as suggested by some recent sales by Republic 
Pictures to an independent TV outlet—major motion 
picture companies are loath to dispose of their pic- 
tures. Hence, several companies have taken steps to 
embrace television. Loew’s, Inc., for example, hopes 
to obtain permission to build the first new station in 
New York for its radio subsidiary, Station WMGM. 
Paramount Pictures holds a 29 per cent interest in 
DuMont Laboratories, which is engaged not only in 
manufacture of television sets and telecasting equip- 
ment, but also operates a chain of stations. Para- 
mount also owns directly TV Station KTLA in Los 
Angeles and holds a 50 per cent interest in Chromatic 
Television Laboratories, Inc., which is reported to 
have perfected a new tri-color television tube suit- 
able for receiving color telecasts. Paramount also 
has a 50 per cent interest in a company which has 
developed a coin-operated device capable of permit- 
ting reception of television programs on a basis that 
would make possible charging admission for tele- 
vised movie programs. : 

Other movie companies have taken steps to open 
other means of participating in television’s growth. 
Twentieth Century-Fox, for example, has arranged 
to obtain rights in this country for the Eidophor 
process developed in Europe. Demonstrations are 
scheduled to begin shortly on installations in New 
York. This process is said to be capable of projecting 


color TV images on large theatre screens. It is 
especially designed to bring Broadway spectacles to 
theatre audiences in small towns or cities where 
facilities would be unavailable for regular Broad- 
way productions. 


Movies Will Cash in on Video Same Day 


Through producing TV films, making available 
libraries of amortized pictures and preparing to show 
televised programs in theatres, the motion picture 
people probably have more to gain in the long run 
than they have to lose from growth in television. 
Needed are thoughtful changes in operating condi- 
tions to cope with modifications in public preferences. 
When television broadcasting facilities have ex- 
panded to meet prospective national requirements, it 
is apparent that demand for filmed programs will be 
fabulous—far greater than for today’s motion pic- 
ture theatre needs. 

Trade authorities have estimated that on basis 
of recent transactions, film inventories owned by 
major producers probably have values ranging into 
the millions. Tentative guesses indicate that film li- 
braries owned by Paramount, for example, might be 
worth from $55 to $60 million, or in the neighbor- 
hood of $25 a share. If Loew’s old pictures were ap- 
praised at some $50 million, they would mean a re- 
turn of $10 a share or more. Out-dated inventories of 
Twentieth Century-Fox are estimated to have a po- 
tential worth of more than $60 million, or possibly 
$22 a share. Warner Brothers’ marketable films 
might have a value for television use of $45 million, 
perhaps $8 a share or more. Similarly, the smaller 
companies’ libraries are estimated to have values on 
a share basis ranging well above current market 
quotations—something on the order of $15 a share for 
R-K-O Pictures and a similar amount for Repub- 
lic Pictures. 


Valuations of Libraries Far Out of Line 


It would be unrealistic, of course, to assume that 
picture companies could realize such sums in the near 
future for their entire libraries on terms such as 
indicated here. In the first place, managements are 
not ready to discuss terms for showing these films 
on television. 

They feel more advantageous arrangements may 
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Statistical Summary of Leading Motion Picture Companies 
Net Sales —__—_—_—_————-Earnings Per Share- - ——Dividends Per Share——— 

Fiscal Fiscal Recent Div. Price Range 

Interim 1951 Interim 1951 1950 1949 1951 1950 1949 Price Yieldt 1952-51 

(Millions)——— 

Columbia Pic. .. $15.82 $55.3 $ .45° $ 1.86 $ 2.58 $1.08 $ .501 $ .75 $ .50 13 3.8% 152-11 
Loew’s Inc. 95.63 176.1 733 1.52 1.53 1.31 1.50 1.50 1.50 1558 9.6 19%-14% 

Paramount Pic. oo Pease 94.6 2.33 2.67 1.00 2.00 2.00 2.00 2654 aa 331-21 
RKO Pic. ae LT ge (d) 1.49 (d) 1.08 ; , 4 5 - 3% 
RKO Theat. ‘ 29.5 34 pe 1.07 10 ‘ , 3% 3.0 5%- 3 . 
Republic Pic. oi ae 33.4 054 14 .20 05 458 6%4- 3% 
Twen.-Cen. Fox Be esos 150.6 1.47 3.26 4.28 2.00 2.00 2.00 17 11.7 2438-167 
Un. Para. Thea. Soa VES.7 66° 3.24 Ke? 5.39 2.00 2.00 1756 11.4 2254-172 
Universal Pic. 13.46 65.1 378 2.0% 1.14 (d) 1.45 -60 12 5.0 144%4- 8% 
Warner Bros. 30.77 9116.9 467 1.68 1.47 1.43 1.00 1.00 1.00 131% 7.4 154-1156 

t—Based on 1951 earnnigs. 2—6 months ended Dec. 29, 1951. 5—Quarter ended March 31, 1952. 
(d)—Deficit. 3—28 weeks ended March 13, 1952. — a weeks ended Feb. 2, 1952. 
1_Plus stock. 4+_13 weeks ended January 26, 1952. *—Quoarter ended Dec. 1, 1951. 
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be made after telecasting facilities are enlarged and 
a more extensive audience can be expected. In the 
second place, many managements are hopeful of 
gaining a foothold in the telecasting field and using 
their old films in their own stations—thereby realiz- 
ing full profits through direct subscription to home 
viewers or through revenues from sponsors in the 
customary sale of telecasting time. 

If subscription television should become popular— 
when there are a great many more stations on the 
air not affiliated with the national hook-ups—movie 
companies eventually might develop a source of 
revenue far greater than that now obtained from 
theatres. Hence, television’s threat may prove more 
serious in time to come for the thatre owner than 
for the picture producer. This is an angle that poses 
a problem for the investor now that the major com- 
panies are complying with a consent decree whereby 
divorcement of picture producing facilities from 
theatre operations is being accomplished. 

As mentioned previously, Paramount Pictures 
holds a 50 per cent interest in a concern owning a 
process that permits installation of coin-operated 
equipment for home TV receivers. The device enables 
the home viewer to receive telecasts that would be 
garbled except for use of the special equipment. Tests 
have indicated interesting possibilities for telecast- 
ing first-run films free from commercials. The imme- 
diate problem standing in the way of rapid develop- 
ment of this idea is the lack of secondary telecasting 
stations that could be operated at low cost for pro- 
grams of this sort. Most stations now in use are 
affiliated with national networks that take so much 
time for commercially sponsored programs that not 
enough suitable times remains for exploiting picture 
telecasts of the type suggested here. 


Coin Machines May Hold Answer 


Enough experiments have been conducted, how- 
ever, to suggest that a worthwhile market could be 
developed in populous areas where a large number 
of coin machines could be installed. Under the cir- 
cumstances, therefore, film managements are in- 
clined to await develpoments in this direction before 
making firm commitments on disposal of valuable 
inventories of old pictures. 

Uncertainties over effects of television competition 
on theatre operations appear to have exerted a de- 
pressing influence on plans for separating exhibi- 
tion and production activities of several major con- 
cerns. Twentieth Century-Fox, Loew’s, Inc., and 
Warner Brothers Pictures are engaged in carrying 
out court directives to segregate the two divisions 
and in some cases compliance with court orders 
necessitates sale of theatre properties to outsiders. 
The market value of theatre properties has deterio- 
rated in line with the downtrend in box o-ce receipts. 
Managements are finding unexpected problems in 
negotiations for sale of properties . 

Slow progress in completing such readjustments 
is reflected in current market prices of leading pic- 
ture companies. Experience suggests that separation 
of the properties into two operating companies 
makes for greater market value for the shares. Pros- 
pect of a long delay in consummation of plans dis- 
courages traders who otherwise might be interested 
in holding movie stocks for potential price apprecia- 
tion. Under the circumstances, shares in this group 
have appeal primarily for investors interested in in- 
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come. Declining earnings raise some doubt over divi- 
dend rates, but in the main, distributions seem likely 
to be continued for the time being. Latest available 
statistics relating to major companies in the in- 
dustry may be found in the accompanying tabulation. 

In the light of pending segregation plans, it may be 
well to examine prospects for several of the larger 
companies in detail. Loew’s has held back more stub- 
bornly than other industry representatives in the 
long fight against divorcement proceedings. Com- 
pliance is expected to be carried out under terms of 
a consent decree over the next several years, however, 
the time depending partly on arrangements for dis- 
posal of theatres at prices that would be deemed 
satisfactory. Complications are involved by reason of 
the company’s long term debt which must be reduced 
or retired concurrently with segregation of theatre 
operations. This company has felt the adverse effects 
of TV competition in its populous areas of theatre 
operations and earnings in recent years have aver- 
aged slightly less than the $1.50 annual dividend 
requirements. Investors have evidenced their anxiety 
over a possible downward revision in payments. Fin- 
ancial position remains strong, and interesting possi- 
bilities seem present in the company’s New York 
radio station, which may obtain a license for telecast- 
ing. The company’s MGM Studios are regarded as top 
picture producers. 


Paramount Plans to Use New Medium 


Paramount Pictures is well advanced in its plans 
for exploiting television. This company has completed 
its divorcement program so far as the principal steps 
to be taken are concerned. The theatre unit, now 
known as United Paramount Theatres, still is en- 
gaged in disposing of some outlets, and the pictures 
company still must complete sale of its large New 
York office building. Whether or not its investment 
in Allen B. DuMont Laboratories consisting of 43,200 
Class A shares and 560,000 Class B shares will be 
sold has not been determined. Retention of this in- 
vestment restricts growth of a chain of TV stations 
under government regulations as now interpreted. 
Paramount has been able to maintain earnings 
slightly above $2 annual dividend requirements since 
breakup of the two operating divisions, and indica- 
tions are regarded as promising continuance of 
this trend. 

Twentieth Century-Fox experienced a sharp de- 
cline in earnings last year chiefly as a result of a 
drop in film operations arising from foreign opera- 
tions that previously had not been available to the 
parent company because of currency restrictions. To 
be specific, profits arising from film operations de- 
clined last year to about $2,128,000 from $4,319,000 
in 1950. In the latter year, however, approximately 
$2,263,000 of the $4,319,000 consisted of income of 
prior vears from countries having currency restric- 
tions. No income of this nature was available in 1951. 
The management is optimistic over possibilities of 
improvement this year in receipts of foreign film 
rentals and in benefits of operating economies. Plans 
for compliance with a consent decree gradually are 
being completed. 

Operations of Warner Bros. are proceeding about 
in line with industry trends as management proceeds 
with plans for separating theatre and producing ac- 
tivities. Negotiations for sale of the theatre chain in 
its entirety have failed to (Please turn to page 230) 
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Five Exceptional 
Investments in 


Favored Industries 
By OUR STAFF 


Ys, the present uncertain markets, investors 
are giving greater consideration to stability of divi- 
dends. Since this in turn is dependent on maintain- 
ing adequate earning power, the current trend of 
earnings is being scrutinized with great care. With 
first quarter reports (analyzed elsewhere in this 
issue) generally showing a decline in both volume 
of operations and profits, the outlook for a continu- 
ation of high dividends has come into some question. 

In some eases, declines in earnings have been sub- 
stantial but in others, due to the fact that the com- 
panies are in relatively favored industries, profits 
have been maintained at satisfactory levels. Since 
the securities representing such situations are natur- 
ally particularly attractive under present uncertain 
market conditions, investors are increasingly on the 
look-out to find such suitable issues. 

To assist readers who are now especially desirous 
of safeguarding their income, we have made a study 
of a number of low-priced and medium-priced issues 
from the standpoint of stability of earnings and 
dividends, and selected from this group five common 
stocks which we believe offer an opportunity for 
sound investment under present conditions. 

These industries are generally acknowledged to 
have better-than-average prospects. Among those 
selected are issues representing such industries as 
public utility, natural gas, and petro-chemicals. Also 
included are one important building supplier, a 
leader in certain branches of electric control, and 
an oil well supply company which is benefiting 
sharply from current extensive drilling activities. 
In a sense, therefore, these companies seem reason- 
ably immune to the lower profit trend of industry 
as a whole. The average yield on the five stocks is 
about 5.2%, which is satisfactory for stocks of this 
class. It is suggested that a group investment might 
be desirable, affording a greater degree of diversi- 
fication. It might be wise to wait for a further 
market reaction before completing the full invest- 
ment. 
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COLUMBIA GAS SYSTEM 


BUSINESS: Through an integrated group of subsidiaries this holding com- 
pany operates extensive natural gas acreages in the Appalachian area, and 
through owned pipe lines and other handling facilities sells gas production 
to other utilities and directly to consumers in Ohio, West Virginia, Virginia 
and adjacent states. 


OUTLOOK: The territory served by the System is heavily populated and 
highly industrialized. Since 1944, sales of the System, including gas pur- 
chased from other sources, has risen from 170 billion cubic feet to an all-time 
high of 411.8 billion cubic feet in 1951, which exceeded 1950 sales by 20%. 
The rate of increase, in fact, has been so great that the System’s handling 
facilities were unable to cope with demand, even though about $46.5 
million had been expended during 1951 for additional transmitting and 
distributing facilities. An additional $11 million was spent in drilling of wells 
and other production facilities plus $11.9 million for underground storage. 
These operations resulted in the tapping of new gas fields in northern 
Pennsylvania, further development of present known gas deposits in the 
Appalachian area and developing new fields in Maryland and West Virginia. 
Consolidated revenue in 1951 was $188.4 million resulting in net for the 
common at the rate of $1.16 a share whereas in 1950 total revenue was 
$159.9 million and net income of $17.5 million equal to $1.19 a share. 
The decline in net income can be attributed largely to higher cost for pur- 
chased gas and increased Federal taxes. Despite these facts the System 
appears to be in a good position to maintain earnings in excess of dividend 
requirements and will of course benefit from any granting of increased gas 
rates which have been asked for. In this connection, the System’s operating 
subsidiaries have had no adjustment in rates to meet increasing costs of 
both wages and materials and it is believed that the public utility regulatory 
commission will recognize this as a fact in considering requests for higher 
rates. 


DIVIDENDS: The common stock during 1951 received a total of 90 cents a 

share in dividends which were distributed at the rate of 20 cents quarterly 

and an extra payment of 10 cents. Current rate of 90 cents a share 

annually appears secure. 

MARKET ACTION: Recent price of 15’4 compares with a 1951-52 price 

range of High—16%, Low—12'2. At the current price the yield is 5.3%. 

COMPARATIVE BALANCE SHEET ITEMS 

December 31 
45 


1951 Change 
ASSETS (000 omitted) 
Cash & Marketable Securities $ 32,286 $ 25,698 $ 6,588 
Receivables, Net 13,998 24,035 10,037 
Gas in Storage 5,433 16,472 11,039 
Materials & Supplies 8,136 22,742 14,806 
TOTAL CURRENT ASSETS 59,853 88,947 29,094 
Property Account 609,443 402,321! 207,122 
Investments and Deposits 8,094 — 8,094 


2:827 


Other Assets | 
$183,295 


TOTAL ASSETS 
LIABILITIES 


2,227 5,054 
$679,617 $469,322 


TOTAL CURRENT LIABILITIES ... $ 37,062 $ 81,031 1$ 44,219 
Other Liabilities 6,335 6,151 _- 184 
Depreciation and Depletion Reserve 197,130 — 197,130 
Other Reserves 3,602 1,558 — 2,044 
Long Term Debt 141,204 195,733 + 54,529 
Preferred Stocks 156,703 — 156,703 
Common Stock 12,223 163,000 150,777 
Surplus 125,338 48,849 - 76,489 
TOTAL LIABILITIES $679,617 $496,322 —$183,295 
WORKING CAPITAL $ 22,771 $ 7,916 —$ 14,855 
CURRENT RATIO ¥. 1.1 — 5 


1_Net property account. °—Prior to changes and adjustments of segregation. 
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Fuousanps OF SHARES ; tT Tt = ; 8 SI | AE STE ET EAL TET 
I! T EAT IESE & 8 = AY : ov " 7 e 
eA Dames phates stich alles Tisat Perr etinit I 
1941 19042 1943 1944 1948 1946 1047 1948 1949 1980 1981 1982 1941 1942 1943 | 1944 19045 1946 | 1947 | 1948 1949 1980 1981 1082 | 1e42 
51 | .79 -85 95 | 1.69 | 3.41 | 5.01 | 3.89 | 5.07 |E 4.37] 1.05 | .94 | 1.21 | 1.18 | 1.24 | 1.93 | 2.55 | 2.24 | 3.03 | 4.78 [$216 1.66 
25 251.28 .25, .35 | .388|  .878| 1.378 | 1.50 | 1.878] 2.00 | on “15 | .628 | .628 | .628|  .628] .90 | 1.00 | 1.25 | 1.312 | 2.48% | 2.25 - 
LION OIL COMPANY MINNEAPOLIS-HONEYWELL REGULATOR COMPANY 
BUSINESS: Primarily a producer, refiner and marketer of petroleum and its BUSINESS: Outstanding as a producer of automatic heat regulating and BUS 
products, Lion Oil has grown in importance as a chemical manufacturer, at temperature control apparatus for domestic and industrial use, the company of o' 
the same time expanding oil operations to a point where it ranks among the is also the leader in manufacturing indicating and controlling devices for of t 
leading “independents” in the industryl. industry and the armed forces. butt- 
; engi 
OUTLOOK: During the last 10 years the company has recorded a steady OUTLOOK: The company manufactures about 8,000 products including heat 
growth in properties, sales and financial strength. Oil producing properties control devices for every type of fuel, highly-complex industrial process con- our 
are located in seven states. In addition Lion Oil owns extensive undeveloped trols = well ae long list of automatic devices essential to operations in the prod 
leases in 13 states. Petroleum products as well as those of the company’s industrial, railroad and aircraft fields, and through its research facilities is Refle 
chemical division, which is continually growing in importance, are marketed continually developing new products to meet the demands of industry and ge 
in all 48 states and several foreign countries. Total assets have grown from the armed forces. Net sales of the company have risen from $24.2 million st 
$18.9 million at the close of 1942 to $105.3 million at the end of 1951. ju 1941 to $135.1 million ” 1951, the latter figure comparing with $109.2 millic 
Parallelling this growth in assets, net worth, which at the end of 1942 million i) 1950. This UP, oe not, however, carried through to net. ~ 
totalled $10 million, was $72 million at the close of 1951. Gross operating Earnings in 1951 of $9.2 million compared with $12.5 million recorded for oe 
income of $86.4 million in 1951 surpassed that of 1950 by about $4.5 million, — eee ds $3.16 ae share in 1951 and $4.78 for 1950. OPS price con- vost 
and compares with the 1949 figure of $65.6 million. Higher wages and other os the impact of increased Federal merge bas well as higher wages t 
costs including greater Federal taxes reduced net income ,however, to $11.7 and materials costs were responsible. This trend is again apparent in figures sation 
million or $4.37 a share for the common stock in 1951 from $13.9 million, covering results for the first quarter of this year. On slightly lower net sales, taxes 
equal to $5.20 a share, on a comparable share basis for the year 1950. common share earnings were equal to 40 cents compared with 1951 first unde 
Greater expenses were incurred by intensified exploration for oil and gas, a ae of $1.10 Pe share based on effective tax rate for the full wig 
which has attained highly satisfactory results in developing new as well as i Another contributing factor is the preparations the company has been : te 
increased potential production. Also during 1951, important improvements making yp te ready = a production of defense products em- a 
and additions were made to oil refinery and chemical plants. Work was bracing among other items electronic control equipment, electronic fuel - ic 
started on a new $5 million refinery expansion program to increase output gauges and other automatic devices, some of which are in the secret category. nah 
of higher octane gasoline. With taxes stabilized at present levels, increased _— ena, aner SES Seng oF He eee ieee Bye to — 
sales in 1952 should result in earnings comparable with 1951 or well in renee npr imcagtea have temporary effect upon earnings but the com- th, 
excess of dividend requirements. pany’s strong place in its field justifies an optimistic view concerning earnings term 
and the market for the common stock. with 
i x neces 
ae tt = = ‘ share a is amply covered and DIVIDENDS: Payments in 1951 were at the rate of $2.00 annually, supple- 
r supplemented by an extra payment. mented by an extra of 25 cents. The current rate of 50 cents quarterly a 
appears s ; share 
MARKET ACTION: Recent price, 4034, compares with 1951-52 price range of oe oni 
High—4612, Low—3712. At the current price the yield is 4.9%. MARKET ACTION: Recent price, 48'2, compared with 1951-52 price range MAR 
of High—56%, Low—41'%4. At the current price the yield is 4.1%. iia 
COMPARATIVE BALANCE SHEET ITEMS COMPARATIVE BALANCE SHEET ITEMS 
ee _. oa creed 31 
1 Change 1951 Ch 
ASSETS (000 omitted) ASSETS (000 omitted) wae ASSET 
Cash & Marketable Securities $ 2,864 $17,532 +$ 14,668 Cash & omg ad Securities ....... $ 7,503 $ 5,933 —$ 1,570 Cash 
venta wa Net ...... 1,111 6,423 + §,312 os BMIDD  cssssasorncecorsne se 10,922 25,145 + 14,223 a 
IID, cc iaietstieabiossisaces ae 2,418 11,142 8,724 nventori 12,603 57,135 + 44,532 pues 
TOTAL CURRENT LIABILITIES 6.393 35,097 + 28,704 TOTAL CURRENT ASSETS 31028 88,213 + 57,185 | rs 
Net Property... 10,719 67,437 + «56,718 Ceiba ce seseeanensssennnnnnseonenssesnen 4,290 22,519 + 18,229 I 
Investments oo... cece 070 2060 + 41,990 —— parateeae senrecennsere 044 450 + 406 Other 
Other Assets... 552 ~_ + oo oo cesses Yo oe ae TOTAI 
I 3 | ee $ 17,734 $105,348 +$ 87,614 LIABILITIES F Fe 4 LIABII 
LIABILITIES yvened eh daveotcots $ 6,000 $ 6,000 pwned 
Notes & Accounts Payable ...... u§ @ (66 2r ee tan ere 
Accruals : Rid Se 400 1,668 + 1,268 Accrued Tax Reta. ahi 9659 17.446 wi 7,787 Accrue 
Accrued Taxes a 1,452 2,017 + 565 TOTAL CURRENT LIABILITIES .............. 20,231 32,998 + 12.767 TOTAL 
TOTAL CURRENT LIABILITIES 2,730 9,580 + 6,850 Reserves .. 500 me 500 Reserv 
Long Term Debt ............ : 5,400 23,750 4+ 18,350 Long Term Debt ; 15,000 +- 15,000 long | 
Capital Stock ' 7,610 26,621 + 19,011 Preferred Stock 5,570 16,000 + 10,430 Preferi 
I igs sacra 11994 45,397 + 43,403 Common Stock 3291 4241 + Comm 
urplus sepeesiitabanaiiaaes 7,249 44,723 + 37,474 urplu: 
TOTAL LIABILITIES $ 17,734 $105,348 +$ 87,614 TOTAL LIABILITIES $ 36,841 $112,963 4$ 76,122 TOTAL 
WORKING CAPITAL $ 3,663 $25,517 -+$ 21,854 WORKING CAPITAL 0002.0... cence: $ 10,797 $ 55,215 4 $ 44,418 WORK 
CURRENT RATIO ...... 2.3 3.6 + 13 CURRENT RATIO ............... 15 2.6 . Wa CURRE 
+ '. 
MAY 
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NATIONAL SUPPLY COMPANY 


BUSINESS: This company is the world’s largest manufacturer and distributor 
of oil field machinery and equipment. Among other activities it operates one 
of the largest seamless pipe mills in the country, produces lap-weld and 
butt-weld tubular goods and various types of Diesel, gas and dual-fuel 
engines. 


OUTLOOK: About 80% of sales are to oil and natural gas companies in the 
producing fields. In 1951 these companies drilled a total of 44,500 wells. 
Reflecting this drilling activity, National Supply’s manufacturing operations 
were maintained at a high rate. Through its 112 field stores and more than 
50 division and district offices the company achieved record sales of $222.4 
million, compared with $156.2 million in 1950 and $160.1 million in 1948, 
the previous record year. On the basis of 1952 first quarter results, when 
earnings amounted to $1.51 a share compared with $1.18 in the corre- 
sponding period of 1951, National appears to be in a position to surpass 
1951 in both sales and earnings. For the 12 months of 1951, the company, 
notwithstanding provision of $17.1 million for Federal, state and foreign 
taxes, was able to report net income of $10.9 million, or only $1.3 million 
under the record $12.2 million shown for 1948. Earnings in 1951 were 
equal to $7.13 a share, compared with $5.34 in 1950, proving the value of 
the $25 million modernization program begun at the close of World War II 
and completed in 1951. Out of 1951 earnings the company, continuing its 
policy of increasing financial strength, retained more than $7 million for 
financing, in part, the additional investment of about $18.6 million in inven- 
tories and receivables necessary to sustain the increased volume of business. 
The greater part of the balance was financed through $7 million in short 
term notes. Working capital ratio at the close of 1951 was 2.8 compared 
with 3.9 at the close of 1950 and 4.5 at the end of 1942, because of the 
necessity of carrying heavier inventories and receivables. 


DIVIDENDS: The current quarterly rate on the common stock is 50 cents a 
share which appears secure and affords an attractive yield. 


MARKET ACTION: Recent price of 32% compares with a 1951-52 price 
range of High—35, Low—21%4. At the current price the yield is 6.1%. 


COMPARATIVE BALANCE SHEET ITEMS 
December 31 








1942 1951 Change 
ASSETS (000 omitted) 
Cash & Marketable Securities $ 7,275 $ 12,882 +$ 5.607 
Receivables, Net .......... me ; 17,002 35,594 + 18,592 
Inventories 24,157 44,941 + 20,784 
TOTAL CURRENT ASSETS 48,434 93,417 + 44,983 
Net Property . 23,060 31,108 + 8,048 
Investments figeesttcitacioaevaractawie 3,710 1,448 — 2,262 
Other Assets ; 121 1,315 oh 1,194 
TOTAL ASSETS . $ 75,325 $127,288 +$ 51,963 
LIABILITIES 
Notes Payable ............ $ 250 $ 7,000 +$ 6,750 
Accounts Payable ................... eae, 6,109 10,913 + 4,804 
ein cc cities tesessi carves 1,735 5,326 + 3,591 
Accrued Taxes Pv eeantes 2,681 9,474 + 6,793 
TOTAL CURRENT LIABILITIES te ; ses 10,775 32,713 + 21,938 
Lo" eet aig 0 Saree ere een 1,658 595 — 1,063 
long Term Mei Se a 5,625 14,333 + 8,708 
REN ces cannsghscseseasncsvansvouniasgetbones 40,291 14,850 — 25,441 
Common Stock ..... pan eee 11,549 14,345 + 2,796 
TE ts Na acc cvas shy eatinictiees 5,427 50,452 + 45,025 
TOTAL LIABILITIES .... $ 75,325 $127,288 +$ 51,963 
WORKING CAPITAL ...... : ee, $ 37,659 $ 60,704 +$ 23,045 
CURRENT RATIO ............. saahstevantas ony 4.5 2.8 -- 1.7 
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SOUTHERN CALIFORNIA EDISON COMPANY 


BUSINESS: Through wholly owned steam and hydro-electric generating plants 
this company supplies electricity to an increasingly active agricultural, 
industrial and residential area of 18,500 square miles in central and 
southern California. 


OUTLOOK: For a decade or more the company has registered consistent 
growth. This has been sharply accelerated since 1945, as the territory has 
enjoyed expanding industrial activity bringing with it a corresponding in- 
crease in population. Measured in terms of kilowatt-hour sales the company’s 
growth has been from 4.7 billion in 1945 to 7.8 billion in 1951. In the same 
period gross revenue has expanded from $68.4 million in 1945 to $119.3 
million in 1951. Net income of $10.2 million or $1.71 a share for the common 
stock in 1945 compares with net income of $19.1 million or $2.81 per 
common share in 1951, although this latter figure falls short of the $2.97 a 
share earned in 1950. In common with other utilities the company has had 
to contend with higher fuel and other operating costs. Management, however, 
is constantly striving for higher plant efficiency. Results from these efforts, 
together with repeal of the electrical energy tax, should offset to some 
extent higher operating expenses. Indications of this are seen in operating 
figures for the first quarter of the current year, which show gross revenue 
up $2.6 million over the first quarter of 1951 and per share earnings for 
the common equal to 94 cents against 72 cents in the 1951 period. It is 
expected that increasing benefit should accrue to the company from the 
new 91,000 kilowatt hydro-generating plant which went into operation last 
July, as well as from the $80 million plant expansion program for 1952. 
Since 1946 construction expenditures have totalled $344.1 million. By reason 
of its high credit standing the company has been able to finance these 
conservatively. With the continued growth of the territory served, this 
advantage should redound to the benefit of the common stock. 


DIVIDENDS: Since 1926 payments on the common stock have never been 
less than $1.50 a share. The current rate of $2.00 annually was established 
in 1950. 


MARKET ACTION: Recent price of 34% compares with a 1951-52 price 
range of High—36%, Low—32'4. At the current price the yield is 5.8%. 


COMPARATIVE BALANCE SHEET ITEMS 
December 31 


1942 1951 Change 

ASSETS (000 omitted) 
Cash & Marketable Securities $ 14,522 $ 23,405 - +$ 8,883 
Receivables, Net 3,137 14,032 + 10,895 
Materials & Supplies 3,600 15,032 + 11,432 
TOTAL CURRENT ASSETS 21,259 52,469 + 31,210 
Gross Property ...... 359,714 644,699 284,985 
GUNGGUUNIINE .c5ca0 ceocececciacess 4,547 9,689 “+ 5,142 
Other Assets ..............00..... 19,548 12,841 — 6,707 
TOTAL ASSETS ................ 405,068 $719,698 +$314,630 
LIABILITIES 
TOTAL CURRENT LIABILITIES $ 18,992 $ 44,637 +$ 25,645 
Other Liabilities 4,566 2,976 —- 1,590 
Depreciation & Amort. Reserves 70,535 119,144 + 48,609 
Other Reserves ...... 3,638 6,88 + 3,250 
Long Term Debt ...... 138,000 268,000 -- 130,000 
Preferred Stocks 85,442 136,857 + 51,415 
Common Stock 70,744 105,520 + 776 
Surplus . 13,151 35,676 -+ 22,525 
TOTAL LIABILITIES $405,068 $719,698 +$314,630 
WORKING CAPITAL ; $ 2,267 $ 7,832 +$ 5,565 
CURRENT RATIO : 1.1 Lz 
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By PHILIP DOBBS 


| has so wrapped itself around the whole 
economy of the United States that its consumption 
must rise and fall with the command of goods and 
services by the citizenry at large. When we consider 
production, the relationship is nowhere near _ so 
simple. Paper in most forms is storable for long 
periods, so that changes in inventory can separate 
use trends and output for months at a time. 

Just now both factors appear to be running 
against the papermakers’ duplicating 1951’s record 
output in 1952, although demand will still be high 
for most paper products. The consumer generally 
seems disposed to save rather than to spend, total 
incomes must be adversely affected to some extent 
by this spring’s outbreak of work stoppages, and 
the fears of shortages which led to inventory build- 
ing in 1950 and 1951 have been largely dissipated. 

The retreat of the paper stocks in the general fall 
of industrials from last autumn’s peaks has been 
much less rapid and more orderly than has been 
the case in bygone market downturns. That this is 
so is a credit to the discernment of investors. Paper 
stocks, as a group, are less vulnerable to cyclical ills 
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than they used to be. Small industrial 
units have given way to larger ones; 
while these still compete fiercely, they 
F’ have enough resources that the abject price 
cuts of yesteryear, just to get payroll money, 
a are less likely. Substitution of paper and paper 
. board for lumber and cloth in packaging inte- 
grates the industry more closely with the total 
volume of trade, which fluctuates much less than 
industrial production. 





Cutting Own Timber Protects Earnings 


Integration has gone along with consolidation. 
This means the assembly of vast tracts of forest, 
which are being cut on sustained-yield principles. 
In times of high prices such as we have had, timber 
is bought from neighboring farmers as a gesture 
of goodwill. When prices fall, it will be possible to 
cut from mill-owned tracts at great apparent sav- 
ings—even though this means in the long run some 
liquidation of standing timber—because land prices 
will probably never fall to where they were when the 
companies’ tracts were acquired. 

On the other hand, the test of recessionary times 
is still to come, and the ability of the paper com- 
panies to stand off a period of slack demand should 
not be taken entirely on faith. A weighted average 
of prices for all the 22.2 million tons of paper 
(exclusive of newsprint and building board) made 
in this country in 1951 was probably 10% higher 
than the average which will be paid for 1952’s out- 
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put. The newsprint price will probably remain 
stationary; producers could even get a little more, 
perhaps, if they weren’t terrorized by the politicians. 
Paperboard prices will fall more. 

In any actual recession, while the large companies 
will stop short of cutting one another’s throats, the 
economies of continuous operation are such that 
it will pay them to run full-speed for some months, 
then shut down entirely. Mills in states where the 
politician has not constituted himself the guardian 
of the workingman, to such an extent that unem- 
ployment insurance costs nearly as much as wages, 
will then have an advantage over those situated in 
more socially-minded areas. 


Production Down from Year-Ago Levels 


As 1952 began, total production of paper re- 
bounded from the low level reached as 1951 ended. 
Sanitary, tissue and absorbent papers showed the 
greatest rise. Book paper was close behind. Coarse 
and special industrial papers didn’t participate in 
the rise. Over-all, output was down some 1214 % 
relative to capacity, but capacity rose sharply in 
1951. 

This illustrates the difficulty of talking about the 
paper industry as if it were an entity. Intelligent 
observation requires splitting paper and paperboard 
into at least five categories: 

1. Groundwood, book and fine papers are used 
in publishing and printing, correspondence—and 
government forms, directives and propaganda broad- 
sides. Even in this category there are a wide range 
of papers, but for everything except the little coarse 
groundwood used for wallpaper there are some areas 
of overlap between each kind and the next. Taking 
into consideration the government set-aside, it is 
unlikely that much of the 4.9 million tons of paper 
made in this segment of the industry in 1951 went 
into inventory. Use should hold up or even increase 
a little, and prices will probably hold. 

2. Sanitary, tissue and absorbent papers consti- 
tute a small part of total paper production, prob- 
ably no more than 1.6 million tons in 1951, but even 
that was probably 5% above use by civilian and 


set-aside for defense. The rebound in first-quarter 
1952 came from the lowest production level, taking 
into account the seasonal pattern, of 1951. That year 
saw a high-level start, a further rise in the second 
quarter, and a steady decline thereafter to the year’s 
end. These papers, which are mostly sold directly 
to the housewife for home use, have a stable sales 
pattern, and should settle this year, in the absence 
of more scares, between 1.4 million and 1.5 million 
tons. 

3. Coarse and special industrial papers include 
the papers which have had the greatest growth 
over the last generation, the multi-wall bags which 
were already waging a spirited battle with cotton 
and burlap before this government started pricing 
cotton out of the market and the Indian government 
began doing the same with burlap. Inventories of 
shipping sacks were built up by the high production 
of 1951. Total production of these papers will be 
off this year from last year’s 4 million tons. There 
will be some shifting from bag stock into lighter 
wrappers, reversing the shift which took place at 
the time of the Korean outbreak. This will not help 
a great deal; department stores have inventories 
of wrapping materials to work off, and there is a 
loss of tonnage in the lighter grades which is hard 
to offset without a great increase in yardage. Multi- 
wall bags remain the great growth sector of paper 
use, but they must now wait for demand to catch 
up to them. 


Newsprint Sales Rest Solidly on Ads 


4. Newsprint has an entirely different market 
from any other form of paper. Great stress is laid 
in such forums as the Senate Committee on Smal! 
Business, the United Nations, and the International 
Materials Conference, on the importance of news- 
print to the dissemination of news. Of much more 
commerical importance in the United States is its 
aspect as the raw material of newspaper advertising. 
Since 1939 newspapers have moved from an average 
of 48% advertising, 52% news, to a ratio of 60% 
advertising, 40% news. With 65 United States sena- 
tors residents of towns of less than 20,000 population, 
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Comparative Earnings & Dividend Record of Leading Paper Companies 
Earnings Per Share Dividends Per Share Recent Div. Price Range 
1951 1950 1949 1951 1950 1949 Price Yield? 1952-51 
Champion Paper & Fibre $ 3.80! $ 4.60 $ 3.78 $1.50 $1.22' $1.00 25 6.0% 32 -22% 
Container Corp. of Amer. 5.91 5.87 4.23 2.75 yo fo 2.00 327% 8.4 42 -32'4 
Crown Zellerbach F 8.21 6.12 6.85 3.10 2.20 2.00 52 6.0 5734-477% 
Dixie Cup 3.56 3.82 1.98 1.52% 81 56 32 4.7 397-228 
Gair (Robt.) Co. 3.77 3.37 1.31 1.00 1.00 70 17 5.9 195¢-1156 
Gaylord Container .................. 3.39 2.94 1.77 1.50 1.50 1.50 29% fA 36%-235¢ 
Great Northern Paper Co. .... 4.75 4.33 4.87 3.00 3.00 2.80 5612 5.3 6114-46 
Hinde & Dauche Paper Co. ... 3.65 3.75 2.51 1.50 1.80 1.35 19% 7.8 23-18% 
International Paper ..... eye 6.28 7.39 5.70 3.00 2.75- 2.50 442 6.7 5638-43% 
Kimberly-Clark Corp. .............005 . 5.80 2.43 5.29 2.40 1.85 1.65 41% 5.8 507-41 
Lilly Tulip Cup ....... BER ere Tere 6.72 8.87 4.46 2.371 1.792 1.50 5312 4.4 69 -39 
WMEOMON: GORD. 2..2..0255.c0d ce cssacsse 3.30 2.42 1.65 1.05 AS 70 22% 4.6 3034-187 
Mead Corp. ..... Beuisaleeiaueeiess 5.16 5.71 3.28 2.00 2.202 1.50 23 8.9 32'%-23 
National Container ................0.05- 3.09 2.42 2 90 75 .50 12 yf 14%-11 
St. Regis Paper ....... perninencie. San 2.10 91 .80 70 .60 22% 3.5 2414-1112 
RIN CIDIGNS cokes 6oeo vo vectescsecieewcreeeres 3.50 4.08 3.04 2.10 1.822 1.31 50% 4.1 59 -41 
SUMOnlaNE! PEPER occ. <sice5se0226c00eeesvss 2.95 3.83 2.31 1.30 1.25 1.25 22% 5.8 2812-21% 
Union Bag & Paper ..................... 8.05 7.23 5.01 3.75 3.00 2.50 47 8.0 52 -37% 
West Virginia Pulp & Paper......... 10.80 12.93 9.31 4.00 5.00 3.00 72% 55 9812-72% 
+—Based on 1951 dividend. 1_Estimated. 2—Plus stock. 
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Comprehensive Statistics Analyzing 











Container Gair 

Corp. of Dixie (Robt.) International Kimberly 
Figures are in million dollars, except where otherwise stated Amer. Cup Co. Paper Clark 
CAPITALIZATION. 
Maeaey enn ae; DC RININ ISIN... 5o oso ins cesSccécekbecasesecsockeees Bed vee $12.0 : ; =i ae $27.8 
Preferred Stocks, Stated Value........... so ach: Baki ae a ahs aie ae $6.9 $23.0 $10.2 
Number of Common Shares Outstanding (000 omitted)............... {974 762 1,779 8,900 1,994 
ae IID en reso Sree oko seseeen eee ans’ peepee nd $28.9 $15.7 $8.7 $130.1 $77.2 
INCOME ACCOUNT: for Fiscal Year Ended................ 12/31/51 12/31/51 12/31/51 12/31/51 1/31/52- 
SEAS Ce OG PAL OP eae eee $212.5 $34.7 $76.6 $637.3 $156.7 
Depreciation, Amortization, etc. ........................... $3.5 $.6 $1.3 sy le 
ee one eee Oe ene eae aan Sopa NA de Nin easier $25.0 $5.0 $9.4 $114.0 $14.5 
Dae Ie RNIN sisi Sics cos socds fused Coaaied steno ste sceiacssbucbiee: Dod sebeeceas $8.3 
eee ae er LED ELEN OOTP AL COED SLE Le Lee CS REN Pe eT Rk Me $.4 : ’ ; ” 
Preferred Dividend Requirements : Lveauae $.3 Je oh $.3 i en 
Balance for C kad ace saidkcatastl buccinenverdaintavieeavices $11.7 $2.7 $4.2 $55.9 $12.1 
Danae D UME NERRINDID or 055 5265s consscr da aanenSesncvooudeacGhedstean be eeseeeecenteoenins 17.1% 23.7% 17.7% 25.5% 17.1% % 
Sr NIN 25 S850 oh OA lina sin as ehihian Sotuas eu pacembubcousonavsscashetdeantes 5.6% 7.8% 6.0% 8.9% 7.9% 
Percent Earned on Invested Capital ..... 16.6% 17.1% 15.0% 15.9% 12.1% 
Current Price of Common...................... ; Sicenasest siotiesuneaeut $33.00 $33.00 $17.00 $44.00 $43.00 
PR I INO os os vase nereiss ei estsnecsssssdsvnderscavavat ent ens 5.5 9.2 7.1 7.0 7.5 
BALANCE SHEET: Fiscal Year Ended... 12/31/51 12/31/51 12/31/51 12/31/51 8/31/51 
Cash and Marketable Securities ........... $10.2 $6.5 $3.7 $36.0 $14.2 
ES ae ; $11.6 $10.0 $6.9 $81.0 $23.6 
Receivables, Net 0.00 ..........eccceceees $8.5 $2.2 $2.9 $39.0 $7.7 
Current Assets . " : Scetues $30.5 $18.7 $15.0 $156.0 $45.6 
Current Liabilities seb ceshvuseone feats $5.8 $7.2 $8.2 $49.5 $14.5 
Net Current Assets $24.7 $11.5 $6.8 $106.5 $31.1 
Fixed Assets, Net $42.4 $13.5 $16.1 $242.6 $76.6 
Total Assets ; $79.4 $35.1 $39.1 $447.7 $142.8 
Book Value Per Share baie $32.51 $20.85 $13.48 $41.18 $45.05 
Net Current Assets Per Share!........ $7.87 soe Biles $9.38 
Cash Assets Per Share $5.17 $8.53 $2.10 $4.04 $7.12 
Current Ratio sienunean teseiey 5.2 2.6 1.8 3.1 3.1 
Inventories as Percent of Sales ‘ 5.5% 28.8% 9.0% 12.7% 15.1% 
Inventories as Percent of Current Assets... 38.3% 53.6% 46.2% 51.9% 51.9% 

$44.6 $12.1 $22.2 $227.3 $50.3 


Total Surplus 





1—After deducting prior obligations. 


°—12 months ended. 

















the clamor for more newsprint represents many ac- 
counts and little tonnage for producers. World de- 
mand is likewise inflated by national aspirations 
having little to do with commercial feasibility, 
when it is discussed in world organizations. 


Use Must Have Been Close to Its Peak 


All this is background for saying that the 6- 
million-ton use of newsprint in the United States 
in 1951 was close to a peak, and that after a possible 
slight rise this year—when sales first turn down 
sellers always try to cram their wares down the 
customers’ throats with stepped-up advertising—the 
next major move in consumption will probably be 
down. 

5. Paperboard is the most volatile factor in the 
whole paper field. Production got farther and farther 
ahead of demand from the Korean invasion until 
about last May, when accumulating inventories fin- 
ally began to shut off high-cost output and soon 
wrecked the wastepaper market. The paperboard 
market ranges from board made of wastepaper in 
little old mills, long since fully amortized, strung 
along the rivers near the major consuming cities, to 
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cartons made of three piles of strong kraft, produced 
in modern integrated mills from virgin pulp. 

In the first quarter of 1952 use of paperboard re- 
bounded a little from the exetreme depths of last- 
quarter 1951. Inventories of carton-packed mer- 
chandise are inventories of cartons, and these in- 
ventories are still in the process of slow and painful 
liquidation. When there is an upturn in board use, 
there will be a struggle for the market between the 
wastepaper mills and the big kraft mills, pitting 
low-cost material and closeness to markets against 
lower labor cost per foot of board and better mach- 
inery. In any event, 1951’s production of 11.7 million 
tons of paperboard will not be repeated in 1952. 

A study of paper companies finds as many diver- 
gencies among their results as there are kinds of 
paper. This is because no one company is equally 
well represented in each field of production. 

International Paper, giant of the industry, has 
capacity to make 2.15 million tons of kraft paper 
and board a year, mostly in this country, and 775,000 
tons of newsprint, all in Canada. It also makes book 
and bond paper, groundwood paper, and sulphite 
pulp for sale, in lesser amounts. Three dissolving 
(rayon) pulp plants in Canada have recently cut 
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Position of Leading Paper Companies 

















Union West 
Lily-Tulip Marathon Mead National St. Regis Scott Sutherland Bag & Virginia 
Cup Corp. Corp. Container Paper Paper Paper Paper Pulp & Paper 
$7.1 $20.5 $18.2 $20 9 $57.6 $5.5 $7.9 $20.0 
$4.6 $6.2 $12.0 $15.9 $11.0 $3.4 $12.6 
448 3,000 1,124 2,752 5,170 2,994 860 1,518 902 
$15.3 $33.2 $50.1 $35.7 $99.4 $33.9 $13.2 $19.3 $77.6 
12/31/51 10/31/51 12/30/51 12/31/51 12/31/51 12/31/51 12/31/51 12/31/51 10/31/51 
$43.2 $91.5 $112.0 $70.8 $195.9 $149.5 $47.8 $104.4 $116.3 
$.6 $3.5 $2.3 $2.2 $6.8 $3.5 $.8 $2.9 $5.3 
$6.6 $16.1 $10.2 $12.4 $21.9 $16.7 $4.9 $24.3 $13.2 
$10.6 $25.7 $6.7 $21.9 $37.6 $8.1 $36.8 $23.9 
: $.4 , : $.4 $2.0 $.1 $.2 ‘ : 
$.1 $.2 $.3 $.1 $.7 $.4 $.1 $.5 
$3.0 $8.5 $5.8 $8.4 $16.0 $10.4 $2.5 $12.2 $9.7 
22.9% 27.6% 14.6% 29.8% 18.4% 18.3% 16.2% 33.6% 20.0% 
7.2% 9.6% 5.4% 12.1% 8.5% 7.3% 5.5% 11.7% 8.8% 
17.1% 16.5% 11.9% 17.6% 15.8% 16.2% 11.0% 20.4% 11.1% 
$53.00 $23.00 $23.00 $12.00 $22.00 $51.00 $23.00 $47.00 $72.00 
7.9 . 69 4.4 3.9 7.1 14.5 7.8 5.8 7.6 
12/31/51 10/31/51 12/30/51 12/31/51 12/31/51 12/31/51 12/31/51 12/31/51 10/31/51 
$4.6 $9.4 $5.5 $10.9 $36.4 $16.8 $8.4 $11.0 $44.7 
$8.7 $25.2 $14.4 $8.5 $33.3 $17.4 $9.0 $10.1 $14.1 
$2.7 $6.9 $7.9 $3.9 $11.6 $8.9 $2.1 $5.0 $5.3 
$16.2 $41.8 $28.6 $23.6 $88.0 $43.1 $19.8 $26.1 $64.2 
$5.5 $17.1 $9.4 $9.4 $35.7 $25.4 $7.6 $5.1 $21.9 
$10.7 $24.7 $19.2 $14.2 $52.3 $17.7 $12.2 $21.0 $42.3 
$13.4 $43.7 $39.4 $29.9 $108.9 $38.2 $15.8 $37.2 $67.9 
$30.8 $91.2 $79.5 $79.3 $204.6 $92.6 $37.2 $72.3 $134.2 
$40.34 $37.24 $40.28 $13.17 $18.18 $18.77 $23.61 $39.35 $88.29 
$7.85 _..... or $2.24 $3.78 $8.62 $10.73 
$10.42 $3.14 $4.95 $3.96 $7.04 $5.60 $9.88 $7.24 $49.55 
3.0 2.4 3.0 2.5 2.4 1.7 2.6 5.1 2.9 
20.3% 27.5% 12.8% 12.0% 17.0% 11.6% 18.9% 9.7% 8.8% 
54.2% 60.2% 50.3% 36.0% 37.8% 40.3% 45.8% 38.7% 22.0% 
$64.6 $33.2 $48.3 





$9.8 $40.4 $19.4 $34.1 


3—Pre-tax margin. 


$16.3 $54.6 








back operations from six days a week to five because 
of fading textile demand. 

International’s sales for 1951 were its highest on 
record, but ret incme declined to $56.8 million, or 
$6.28 a share, from the $66.6 million, or $7.38 a 
share, of 1950. Taxes, rising from $62.6 million to 
$114 million, acco.wnted for the decline in net. 


Larger Output Economically Attained 


International’s increase of 282,000 tons in annual 
papermaking capacity was largely attained by bet- 
ter balancing of existing units so that no one step in 
the progress from tree to finished product impeded 
any other, rather than by erecting new installations 
from scratch, Consequently, the expansion was ac- 
complished with only a $3.8 million decline in work- 
ing capital. Currently the company’s stock sells 
around $43 a share, down more than $13 a share 
from 1951’s peak. The $3 dividend, which yields 7% 
at current prices, appears fairly safe. 

Container Corp. of America, largest maker of 
paperboard boxes, set earnings records both in 1950 
and in 1951. In 1950 the sales increase from 1949 
was 35%, the rise in earnings per share 39%, 
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from $4.23 to $5.87. In 1951 the rise in net per share 
was 4 cents, less than 1%, while the rise in sales 
was 37%. Actually, volume was up 6%, with all 
the improvement showing up in the first half-year. 
First-quarter results are now available, and these 
show sales down to $44.7 million, from $58.1 million 
a year earlier, and net off to $1.36 per share from 
$1.97. The $2.5 million reduction in liability for 
federal income taxes alone amounted to $1.26 a 
share, and since total excess profits tax last year 
was $6,227,000, two more quarters like the first one 
will find the tax collector participating much less in 
cushioning the sales decline. At current prices 
around $32, the common dividend of $2 yearly re- 
turns 614%. If the 75-cent extra of 1951 could be 
depended upon again this year, the yield would 
jump to 8.6%. The $2 seems much better assured 
than the extra, just at present. 

St. Regis Paper Co., during 1951, completed an 
ambitious program of integration from the tree for- 
ward, buying nearly 170,000 acres of timberland, 
adding some 200,000 tons yearly to kraft pulp and 
paper capacity, and selling two properties which 
didn’t fit into its ultimate plan of operations. All 
these activities resulted (Please turn to page 234) 
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movements oar 
complete absence 
of price change in the market for certain stocks, es- 
pecially during periods when the general trend of the 
market is upward, are naturally disturbing to inves- 
tors holding those issues. Frequently, a stock will 
move contrary to the trend after a fair to substan- 
tial rise and the failure of the issue to register fur- 
ther gains in market value may raise some question 
in the investor’s mind as to what course of action 
should be pursued. Almost without exception, our 
daily mail contains a number of inquiries from read- 
ers as to what action should be taken relative to these 
various issues and more particularly to those stocks 
which they have been holding over a long period of 
time that failed to participate in previous market 
rises and are selling at a level where their purchases 
show a loss. 

Elsewhere in this study, we present a table list- 
ing a dozen stocks on which, of late, we have 
received a considerable number of inquiries the gist 
of which are: “should the stock be sold,’”, “should 
additional shares be bought to average purchase 
price”, or “should the stock be held”. The proper 
answer to such questions must be determined by 
careful consideration of the stock in question, the 
position and strength of the company in its partic- 
ular field, current factors bearing upon operating 
results, and so far as possible the outlook for the 
company. 

In this connection, we present herewith a brief 
description of 4 of the 12 issues, namely Greyhound 
Corporation, Spiegel, Inc., Canada Dry Ginger Ale, 
Inc., and American Airlines, Inc. A perusal of the 
data presented in these comments will show that 
with the exception of American Airlines, Inc., these 
companies have been confronted with problems of 
a fundamental nature, having an adverse bearing 
upon operating results, which probably will be 
in force for some time. 

The exception, American Airlines, Inc., is affected 
more by temporary conditions. By reason of its 
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strong position in 
the air transport 
industry it should 
be quick to reflect anticipated growth in airline 
travel during the current year. 

As to the other issues making up this group of 
12, Baldwin-Lima-Hamilton in a five year period has 
shown an erratic earnings record, which in the last 
two years has been trending downward. Bigelow- 
Sanford Carpet’s poor showing for 1951 reflected 
curtailed public buying and resulting large inven- 
tories, while Bond Stores, confronted with increas- 
ing operating costs, has experienced a drop in 
earning power which is not likely to improve to 
any extent as long as present economic conditions 
prevail. 

Seemingly, Curtiss-Wright will benefit from the 
defense program, and a rebuilding program of the 
company, now under way, may result in creating 
improved earnings for the common stock eventually. 
General Baking has not been immune to higher 
costs, increased taxes and keen competition, and 
these are factors which will continue to assert them- 
selves in limiting earnings to around those reported 
for 1951. Credit restrictions and consumer apathy 
had their effect upon earnings of Servel in 1951. 
Rising costs were another factor affecting net 
results. Continued presence of these conditions does 
not justify any great optimism as to earnings for 
the current year. 

Nothwithstanding substantially higher production 
costs and expenses, Fruehauf Trailer was able to 
show $1.03 a share for the common stock in the 
1952 current quarter on a considerably higher sales 
volume than in the 1951 period. Maintenance of this 
rate of business and stabilization of expenses for 
the remainer of 1952 should enable the company to 
show ample coverage for the common dividend. In 
this respect Fruehauf Trailer seems in a safer posi- 
tion then the other companies listed. 

United States Lines should benefit from the indi- 
cated increased passenger traffic over the Atlantic 
sea lanes in the current year. Such an increase may be 
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offset by a smailer volume of cargo shipments, 
which together with continuation of higher operat- 
ing costs could bring earnings for 1952 down from 
the amount realized in 1951. 


Position of Big Bus Operator 


Greyhound Corporation’s total operating revenue 
during the year 1951 amounted to $226.6 million. 
This was a record figure, surpassing 1948, the pre- 
vious high point, in which operating revenue 
amounted to $192.5 million, and comparing with 
$183.7 million reported for 1950. 

These figures do not form a true basis for com- 
parison, since 1951 operating results embody activ- 
ities of Southeastern Greyhound Lines, which was 
taken into the Greyhound system on December 31, 
1950. The company does not disclose earnings fig- 
ures for each of the bus operating subsidiaries, but 
indications are that the newly acquired Southeastern 
contributed materially to the expanded revenues, as 
it accounted for 9.26% of the total bus miles 
operated. Operations for the vear enabled the com- 
pany to report net income before taxes of $38.2 
million compared with $28.8 million for 1950. After 
allowing these taxes the final figure representing 
net income stood at $13.7 million, equal to $1.27 a 
share compared with $1.25 a share on the amount 
of stock outstanding before issuance of shares in 
payment for the Southeastern Greyhound properties. 

While operating expenses for the system were 
higher than in 1950 because of greater mileage 
operated, the company had to contend with a con- 
tinued upward trend in operating costs. As a result 
of increased passenger revenues and increased effi- 
ciency in some directions it was able to report a 
slight improvement in earnings for 1951, which were 
16.8% of operating revenue compared with 15.7% 
in 1950, before provision for income taxes. This was 
more than offset by the fact that these taxes for 
last year were than 33 1/3° greater than in the 
previous year. The company also benefited by in- 
creases in fares during 1951, but it is a moot ques- 
tion as to whether higher operating costs and still 
greater taxes will not make further inroads on 
earnings to the point where the current dividend 
rate of 25 cents a share quarterly on the common 
stock is in jeopardy. Any decrease in volume of 


Currently it appears that the immediate outlook 
for the company is obscured by the several unfavor- 
able factors to which reference has been made. For 
that reason the common stock, long dormant market- 
wise, is unattractive. This fact should be weighed 
along with the outlook for maintenance of the 
current dividend rate. 


Higher Cost for Air Transport 


Both passenger and freight traffic over our major 
airlines reached new high levels in 1951. American 
Airlines, Inc., one of the largest of the domestic 
carriers received a substantial share of this greater 
volume of business. Operating revenue for 1951 was 
at an all-time high of $162.9 million, or $44.2 million 
above operating revenue of $118.6 million recorded 
for 1950. However, in spite of this material gain 
in operating revenue net earnings of $10.5 million 
were only $149,000 greater than those realized from 
1950 operations. To put it another way, 1951 per 
share earnings of $1.42 were but three cents a 
share more than the $1.39 earned in 1950. 

This disappointing showing is accounted for by 
the fact that increased operating and other ex- 
penses, together with a tremendous rise in Federal 
taxes, consumed $152.4 million of revenue against 
$108.2 million in 1950. Aside from the cost of gas- 
oline and oil the three items in the expense group 
showing the greatest increases were ‘“‘wages, sal- 
aries and related expenses” which were up $16 
million, ‘‘other expenses’, up $8.6 million and Fed- 
eral taxes, up $6 million. Higher operating costs 
were not peculiar to American Airlines alone. The 
entire industry has experienced the effect of in- 
creased prices for materials, higher wages and more 
taxes eating into earnings, a process precluding the 
development of undue optimism as to 1952 operating 
results. For the first quarter of the current year 
American Airlines reports net income of $984,834 
equal to ten cents a share in contrast with 1951 
first quarter net income of $2.4 million or 33 cents 
a share. 

A greater volume of passenger and freight traffic 
flown over the company’s lines during the balance 
of the year should produce an improvement over 
first quarter results, but it is obvious that the air- 









































traffic handled by Greyhound would undoubtedly lines need some protection against increasing costs 
have a marked effect on operating results. by the CAB granting (Please turn to page 238) 
| Twelve Stocks in Doubtful Position 
1951 1950 1949 1948 1947 
Net Net Net Net Net 
Per Per Per Per Per Recent Price Range 
Share Div. Share Div. Share Div Share Div Share Div. Price 1952-1947 
American Airlines $ 1.42 $ .50 $1.39 $ .25 $ .89 $(d) .67 $(d) .74 12% 17'a- 6% 
Baldwin-Lima-Hamilton 96 .60 1.02 70! 1.41 $ .75 1.26 $1.00 1.33 $1.00 10% 2438- 856 
Bigelow-Sanford Carpet... (d) 2.66 1.60 6.09 2.00 3.30 1.60 6.55 1.80 4.70 1.33 16% 37%4-16% 
Bond Stores 2.00 1.00 1.88 1.00 1.78 aS 3.05 2.00 Ly 2.00 14 3512-12% 
Canada Dry Ginger Ale 33" .80 1.56 95 1.04 .60 1.31 .60 1.31 .60 9% 17'2- 8% 
Curtiss-Wright ta 1.00 YF 5 1.00 12 1.00 46 2.00 (d) .47 au 77% 12'2- 4% 
Fruehauf Trailer 3.94 2.00 5.59 2.00 1.59 2.00 3.47 1.25 2.59 1.00 2312 39 -16'4 
General Baking 1.24 85 1.359 85 1.52 -85 2.56 1.00 1.31 .60 11% 13%- 8% | 
Greyhound Corp. 1.27 1.00 1.25 1.00 1.22 1.00 1.70 1.00 1.82 .50 11% 13%4- 9 
Servel Inc. (d) .69 125 1.45 .50 (d) .51 .30 3.00 1.00 1.20 .30 8% 1434- 6% 
Spiegel, Inc. 1.18 90 1.81 Py co 1.01 2.48 1.12 9 17%4- 6% 
U. S. Lines 4.26 2.00 2.13 2.00 3.62 2.00 2.24 2.50 6.79 2.12¥21 20% 2436-1142 
(d)—Deficit. 1_Plys stock. ~—6 months ended March 31, 1952. 
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Defensive 

As is brought out in our gen- 
eral market discussion, there is 
good reason to think that foresee- 
able declines in average stock 
prices will be more selective than 
in the past, even though less so 
than have been the advancing 
phases of 1951-1952. Allowing for 
the increased emphasis on conser- 
vative investment and for the 
projected further growth of 
institutional investment funds, 
which must be employed and 
which will not be confined ex- 
clusively, even though mainly, to 
fixed-income securities, it would 
seem logical to expect that 
defensive-type (stable-income) 
common stocks will hold up con- 
siderably better in any general 
market deflation than in the past. 
Issues of this kind should have 
particular appeal to investors 
who put primary emphasis on a 
reasonably secure income return, 
and who require’ materially 
higher yields than can be had 
from prime bonds or preferred 
stocks. We continue to believe 
that portfolio adjustments should 
be in the direction of reducing 
risks via increasing the propor- 
tion of total funds lodged either 
in good fixed-income securities, 
defensive equities, or both. 


Selections 

Some examples of defensive 
stocks, with excellent long-term 
divided records, are American 
Chicle, Beneficial Loan, American 
Gas & Electric, Borden, Diamond 
Match, First National Stores, 


Raa 


General Foods, Helme, Interna- 
tional Shoe, United Biscuit, Proc- 
ter & Gamble, Sterling Drug, 
Woolworth and Wrigley. 


Earnings 

Year-to-year earnings compar- 
isons in the first quarter have 
been highly mixed, and unfavor- 
able on balance, but no more so 
than informed investors should 
have expected. A sampling of 150 
reports shows average pretax in- 
come down about 5% from the 
1951 first quarter, earnings after 
taxes down nearly 14%. But these 
are mostly Big-Name companies 
which generally fare better than 
average. For corporations in the 
aggregate, the preliminary Gov- 
ernment estimate puts the shrink- 
age in pretax net at 20% and that 
in earnings at 19.3%. That is 
probably fairly near the mark. 
The comparison, of course, is with 
the best period of 1951, before 
present higher taxes became 





effective. Estimated total pretax 
net reached a low in the third 
quarter of last year, improving 
moderately both in the fourth 
quarter and the first quarter of 
this year. Estimated total earn- 
ings fell to an annual rate of 
$16.1 billion in the 1951 third 
quarter, were at $16.7 billion in 
the fourth, and at $16.6 billion 
in the first quarter. On that view, 
total earnings have largely stabil- 
ized for the time being; the year- 
to-year comparison will be less 
adverse for the present quarter; 
and the second half seems likely 
to show either no significant year- 
to-year change or a small gain. 


Gains 

While there have otherwise 
been a sprinkling of gains in first- 
quarter earnings, the compari- 
sons are generally best for oils, 
utilities and rails—all tax-shel- 
tered, satisfactory-volume situa- 
tions—and for direct beneficiaries 
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INCREASEES SHOWN IN RECENT EARNINGS REPORTS 
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1952 1951 

. 12 mos. Mar. 31 $1.49 $1.31 
12 mos. Mar. 31 1.78 1.50 

. Mar. 31 Quar. 1.10 1.30 
Mar. 31 Quar. 78 oe 
Mar. 31 Quar. 1.67 159 

. 9 mos. Mar. 31 2.14 1.98 
Mar. 31 Quar. -70 58 

. Mar. 31 Quar. 1.81 1.05 
. Mar. 31 Quar. 3.45 3.14 
. Mar. 31 Quar. 91 48 
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of defense spending. The declines 
indicate how sharply earnings can 
tumble under adverse company 
conditions even with general eco- 
nomic activity at a high level; 
and are advance warning of what 
can happen, under the present 
level of operating costs, to the 
great majority of companies when 
the going gets even moderately 
rough for the whole economy. 
There are plenty of instances 
where recently reported interim 
earnings were down from a year 
ago by roughly two-thirds or 
more. Examples are Clinton 
Foods, International Silver, 
Rheem Manufacturing, Nash-Kel- 
vinator, National Auto Fibres, 
Rexall Drug, Western Auto 
Supply, Burlington Mills, Mengel, 
Continental Baking, National Dis- 
tillers, Outboard Marine & Manu- 
facturing, and Marshall Field. 


Groups 

Presumptive of an unfinished 
sell-off, even though not confirmed 
by rails, the Dow industrial aver- 
age sagged definitely under its 
February low before rallying on 
the calling off of the steel strike. 
This had been foreshadowed by 
persistent softness in a large 
number of the weekly stock-group 
indexes, and an increasing num- 
ber of new 1952 lows therefor. 
In the week prior to this writing 
some of the weaker groups have 
been coal, liquor, chemicals, drugs, 
copper, food brands, agricultural 
implements, machinery, paper, 
textiles, tires, movies, and steel. 


Buying In 

Among companies that are 
going anywhere the general tend- 
ency is toward increasing share 
capitalizations, as a result of 
equity financing for expansion, 
stock splits, preferred stock con- 
versions, ete. Shrinking share 
capitalizations are rare enough to 
warrant comment, if merely as 
believe-it-or-not oddities. One 
such is Warner Bros. in the movie 
field. During the last several 
years it has bought up 2.4 million 
shares of its common, reducing 
the total by about a third. The 
reduction effected last year per- 
mitted Warner to show an appre- 
ciable gain in earnings per share, 
although net income was down. 
(See page 210 for a general dis- 
cussion of the movie industry). 
Another big buyer of its own 
stock is Atlas Corp., an invest- 
ment trust which largely concen- 
trates on major development-in- 
vestments in special situations. 
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Since 1938 it has nearly halved 
its shares outstanding, via con- 
tinuing open-market purchases. 
Since market prices of this stock 
tend always to be below asset 
value per share, the effect is to 
increase asset value per share by 
reducing the shares. There is 
nothing to criticize in this; but 
a gain in reported per-share earn- 
ings or per-share asset values, 
resulting from retirement of 
shares, should not be confused 
with enterprise achievement. 


Sold Out 


Makers of carpets and rugs 
have had rugged going over the 
year or so. Wool is the primary 
raw material, and it went sky- 
high in the post-Korea inflation, 
forcing sharp boots in prices of 
carpets. Then the bottom fell out 
of retail demand, and wool prices 
nosedived. Profits of carpet 
makers fell to pieces, inventories 
piled up and there were losses on 
wool inventories. Meanwhile, the 
makers had already moved to 
reduce their dependence on vola- 
tile wool by shifting to rayon and 
rayon-wool blends; and_ they 
have now gone far in that direc- 
tion. The worst appears to have 
been seen, or nearly so, in prices, 
inventory problems and retail de- 
mand. Dividends have been cut 
or omitted. The stocks are ex- 
tremely depressed. They have 
been making a line for several 
months, with trading volume 
negligible. These are the char- 
acteristics of a sold-out position. 
The issues are speculative, but 
have potentiality for rather broad 
percentage recoveries, based on 
prospective trade revival at least 
by the seasonally active autumn 
selling period; and on the funda- 
mental benefit of reduced depen- 
dence on wool. The more interest- 
ing of these are Firth Carpet and 
Mohawk Carpet Mills. Both are 


thin-market stocks with small 
share capitalizations. Firth is 
paying dividends at 20 cents 
quarterly, half the previous peak 
rate; earned 50 cents a share in 
1951 against 1950’s $3.69; and is 
now at 10%, against low of 1014, 
which was the lowest price since 
public listing in 1946. In the latter 
year it sold as high as 28%. Mo- 
hawk is paying dividends on a $2 
annual basis, against peak $3.75 
last year; earned $2.54 in 1951, 
against 1950’s record $8.39 a 
share; and is now selling around 
2814. It sold as high as 70 in 
1946. 


Air-Conditioning 

Sales of unit air conditioners 
are subject to wide expansion; 
and, as a result of increasing 
supplies of metals, output even 
this year will be larger than had 
been expected not so long ago. 
Most makers also make other 
products, which in some cases 
dwarf the air-conditioning poten- 
tial. In commercial and industria] 
air-conditioning Carrier Corp., 
York Corp. and Chrysler are 
among the leaders. Figured in 
terms of potential per-share pro- 
fits from manufacture of home 
units, Fedders-Quigan is probably 
the best speculation. It is well es- 
tablished in this field both di- 
rectly under its own trade name, 
and as a contract maker of units 
marketed by others, including the 
Radio Corporation, under their 
names. The stock is at 14%, 
against 1952 low of 127%. It sold 
as high as 29%, early in 1951. 
Operating profit reached a new 
peak last year, but higher taxes 
pared earnings to $1.36 a share, 
from 1950’s record $1.60. Some 
gain seems probable this vear. 
Dividends are on a $1 annual 
basis, and it would not take too 
much of a sales upturn to render 
this fairly secure. 
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1952 1951 
American Cyanamid . Mar. 31 Quar. $1.64 $2.35 
Armstrong Cork Co. .................. Mar. 31 Quar. 1.21 1.67 
Best Foods, Inc. Mar. 31 Quar. 70 1.08 
Owens-Corning Fibreglas ... Mar. 31 Quar. -32 54 
Reynolds Metals Co. ............. . Mar. 31 Quar. 2.23 3.79 
Flintkote Co. .................. , 12 weeks Mar. 22 -24 1.06 
Union Carbide & Carbon Mar. 31 Quar. 81 1.01 
Gair (Robt.) Co. 0.00.0... Mar. 31 Quar. -67 TET 
Liggett & Myers Tobacco... Mar. 31 Quar. 91 1.32 
PUMA GON 55. o fap vie vs avs cevavne tuck ensipbcexnnccvneceect 12 weeks Mar. 23 1.01 1.45 
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By E. K. A. 


Sentiment and actuality keep moving in different directions 
as the statistical record of 1952 unfolds. Overall business 
figures continue to hold up well. There has been a rise in 
industrial plant and equip- 
ment buying and defense 
output, largely offsetting 
the decline in consumers’ 
purchases of goods for con- 
sumption. The Federal Re- 
serve Index stood at 220 
in March, and 217 in April. 
Disregarding the latter 
month, which suffered from 
the steel strike and pre- 
5 parations therefor, the de- 
cline from the year-earlier 
peak is little over 1%; the 
index is hardly so sensitive 
that this can be called a 
decline at all. 

Unemployment remains at 
a minimum. Demand for 
household equipment items 
is off, and textiles haven’t 
stirred from their long tor- 
por. However, inventories 
are working down, and 
consumer expenditures are 
higher in total. 

With all these things being 
true, markets both for se- 
curities and for commodities 
have been soft, and the 
softness has moved up 
through the merchandising 
pipeline all the way to the 
customer. Perhaps the easi- 
est way to express it is to 
say that the urgency has 
gone out of trading. The 
investor feels he can get the 
bond or stock or piece of 
property at least as cheaply 
tomorrow as he can today. 
The manufacturer feels the 
same way about the raw 
materials for his wares, the 
merchant about goods to 
re-stock his shelves, the ul- 


timate consumer about his 
—\J 


purchases. 
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As the year advances, seasonal influences and to a lesser 
extent the relaxation of controls will increase housing starts 
and automobile purchases. The Federal Reserve Board’s renun- 
ciation of Regulation W was followed by announcements from 
some sellers of no-down-payment terms. This brought an as- 
sertion by the biggest installment-paper lender in New York 
that it wouldn’t discount such extravagant contracts. Credit 
restriction has simply moved from the government to private 
leaders, where it belongs. Greater stocks of materials will 
activate highway and school programs essential to the many 
new communities which have sprung up since the war. But 
if it is true that the feeling of urgency, the last-chance phy- 
chology of the buyer, is gone to stay, we shall see from now 
on a working lower of price levels and sales volume, and 
an increasing fear of a recession of some dimensions. 

This is visualized, in the round, as a gradual process. It 
is well to remember, however, that steos down in a given 
industry are rarely gradual. One month the eager buyer 
can’t find a television set or a multi-wall bag; the next month 
neither the set maker nor the papermaker can find a buyer. 
The gradualness is an optical illusion, seen because the 
fibers which make up the whole strand of production kink 
downward at different times. 

There is a tendency to simplify all economic movements 
into inflationary and deflationary trends, and classify all 
wage increases as inflationary. There is a most thoughful 
article, beginning on Page 196 of this issue, pointing out 
the fallacy in this attitude at this time. In fact, wage increases 
were never inflationary ver se; they were merely the light- 
ning rods set up to be hit by the inflation generated else- 
where. When the sky is clear of excessive demand and 
deficient supply, the lighning rod will produce no flash. 

Therefore the outlook for business is for continued relative 
quietness, if not a slight decline, despite the indications that 
military spending and capital expansion may force disposable 
income higher. This is the more certain because of the inter- 
regnum which is setting in Washington. We can be sure the 
Administration would like to inflate; we can be sure the 
opposition, trying to make a record on which such diverse 
figures as Taft and Eisenhower can campaign equally well, 
will not try too hard to stop it. 

If the caution, or timorousness, of business continues far 
enough into the summer, there may be some upturn in the 
fall and winter, merely because the decline has gone too 
far. There is one exception to that forecast—an exception 
of such size that it may bring the upturn into the third quarter 
and cancel it out in the fourth. The automobile industry is 
back on a competitive basis; the way it usually competes is 
to load up the dealers in the third quarter and shut down 
for model changes in the fourth. If there is enough 
sheet steel soon, this could be the year that pattern returns. 
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The Business Analyst 





MONEY & CREDIT—The Treasury has gone to work in 
earnest to raise money to meet the budget deficit, the size 
of which is still an unknown quantity. The first move in this 
campaign was to increase the desirability of investing in 
savings bonds by raising the rate of return on these issues 
and by bringing out a new Series ‘H’ savings bond which 
will pay interest semi-annually. If held to maturity the new 
‘E’ and ‘H’ bonds will each yield 3 percent. The revamped 
savings bond program calls for withdrawal from sale of the 
‘F’ and ‘G’ bonds. They will be supplanted by a ‘J’ and ‘K’ 
Series. If held twelve years to maturity these new issues will 
pay 2% percent as compared with 22 percent for the old, of 
which $22.8 billion are outstanding. 

Announcement of the change in the savings bond program 
was quickly followed by notice that the Treasury would offer 
non-marketable 2% percent obligations due in 1980, for cash 
subscription. These bonds were introduced in March of last 
year as an exchange for a series of 21's maturing in 1972. 
About $11.5 billion of the non-marketable 2%4’s are outstand- 
ing as a result of this exchange operation. The present offer 
is open to non-bank purchasers for cash. In addition, holders 
of the non-bank 21’s due in 1970, 1971 and 1972 have the 
privilege of exchanging their holdings for the non-marketable 
bond provided they buy one new bond for every three bonds 
exchanged. Buyers of the non-marketable issue will still be 
able to raise money if needed, as the bonds are convertible 
into marketable five-year 142 percent notes. 

Bond men do not consider the new issue to be a real test 
of the non-bank demand for Treasuries for several reasons. 
First of all, the new offer comes at a time when $2.1 billion 
of restricted 21's of 1967 are to become eligible for purchase 
by commercial banks. Thus private holders of this issue can 
sell to the banks and buy the new bond with the proceeds. 
Then again the Treasury actually is paying 3% percent in 
some cases for the new money. This is figured from the fact 
an investor can obtain the 2%4’s by paying three-fourths of the 
price in 2¥2’s and one-fourth in cash. The one-fourth in cash 
will cost the Treasury 234 percent plus 34 of 1 percent extra 
interest on the bonds turned in for exchange. It thus appears 
that the Treasury is still reluctant to make a forthright bid for 
the public’s savings on the basis of going interest rates. 

By its present expedient the Treasury does not disturb the 
structure of interest rates. It may be hopeful that a drop in 
private demand for credit may eventually enable it to borrow 
long-term funds at lower rates. At the same time, however, 
the problem of the Treasury’s heavy floating debt of over $46 
billion in marketable securities due in a year or less, and more 
than $57 billion in savings bonds virtually payable on demand, 
has not been lessened. in fact, under the present offer up to 
$14.8 billion in long-term bonds now outstanding could be 
eligible for conversion into notes which the Treasury would 
have to redeem in five years. 
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TRADE—Retail sales slipped slightly in the week ending 
April 30 as bad weather and strikes lessened consumer in- 
terest in many parts of the nation. However, sales are esti- 
mated by Dun & Bradstreet to be very close to last year’s 
results. Demand for apparel has weakened despite aggressive 
promotions. Sales of household goods continue to lag behind 
results of the same period of last year, although there was a 
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moderate rise in demand for decorating materials, paints and 
hardware. With interest in household goods remaining quiet, 
the recent easing of credit curbs apparently has had little 
affect on consumers. 
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INDUSTRY—The Federal Reserve Board estimates that its 
production index fell to 217 percent of the 1935-1939 average 
in April from 220 in March. This would bring it to the lowest 
level since August of last year. The drop in production cannot 
be wholly explained by the April shutdowns in steel, as output 
of non-durables and minerals was also lower during the 
month. The National Association of Purchasing Agents also 
reports a downward trend during April with order backlogs 
dropping sharply for some manufacturers and production 
declines outnumbering increases by two to one. A spotty pick- 
up in defense business has failed to outweigh declines in other 
sectors. 
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COMMODITIES—Commodity prices during the past two weeks 
continued the long, slow, decline that has been going on since 
February 1951. The Bureau of Labor Statistics comprehensive 
index of primary market prices stood at 111.2 on April 
29 compared with 111.5 on April 15 and 116.3 in April 
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Latest Previous Pre- 
Wk.or Wk.or Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago Harbor* 
MILITARY EXPENDITURES—$b (e) Apr. 4.0 3.7 2.2 1.55 (Continued from page 225) 
Cumulative from mid-1940. Apr. 452.3 448.3 411.6 13.8 1951. During the past fortnight farm pro- 
FEDERAL GROSS DEBT—$b Apr. 30 258.3 258.1 254.7 55.2 | ducts fell 0.4 percent, and processed foods 
0.3 percent while the index of all other 
go SUPPLY—-6b an tik 52.2 51.8 50.2 26.1 | commodities remained virtually unchanged. 
neyecdauues ‘ Even metal prices have shown signs of 
a tioal Apr. 30 28.5 283 273 10.7 ?P g 
Currency in Circulation weakness with lead the first to drop below 
BANK DEBITS ceiling levels. It closed at 17 cents a pound 
New York City—$b Apr. 23 12.6 Wg 9.9 4.26 | on May 2 against a ceiling price of 19 
93 Other Centers—$b Apr. 23 15.7 15.4 15.9 7.60 | cents. 
* * * 
PERSONAL INCOMES—$b (cd2) Feb. 257.1 257.7 243.3 102 
Salaries and Wages Feb. 173 172 160 66 Expenditures for NEW CONSTRUCTION 
Proprietors’ Incomes Feb. 48 50 48 23 rose seasonally in April to a total of nearly 
interest and Dividend Feb. 20 19 19 10 $2.5 billion, a new record for the month, 
Transfer Payment Feb. 13 13 12 3 the Government's Commerce and Labor 
(INCOME FROM AGRICULTURE) Feb. 20 22 20 10 Departments have reported. The value of 
POPULATION—m (e) (cb) ia 156.2 1560 1535 133.8 | NeW construction put in place last month 
pentnuetonst-Age-34-0 Quit haae- es es ee waa | Serr ee higher than the March total 
Civilian Labor Force Mar 615 618 623 55. | and about 2 per cent above outlays of a 
unemployed A ose 1.8 2.1 2.1 3.8 year ago. Private construction expenditures 
Sesteed ies 59.7 59.8 60.2 51.8 | in April were 5 percent higher than in 
foediien ae 6.0 61 6.4 3.0 | March while public expenditures showed a 
ee a ser 53.7 53.7 53.8 43.8 12 percent increase over the _ Previous 
At Work Mar 57.5 57.6 57.9 43.2. | month. Private homebuilding activity rose 
Weekly Hours, non-farm Mar, 41.6 41.9 41.9 42.0 by 6 percent during April and was only 7 
Man-Hours Weekly—b Mar 239 241 243 1.82 | Percent below the similar period of last 
year. Military projects were up only season- 
EMPLOYEES, Non-Farm—m (Ib) Feb. 45.8 45.9 45.4 37.5 | ally from March but were more than 2% 
Government Feb. 6.5 6.5 6.1 4.8 times those of April, 1951. Total private 
Factory Feb. 12.8 12.8 13.2 11.7. | outlays for new building during the first 
Weekly Hours Feb. 40.8 40.9 40.9 40.4 | four months of this year topped $6.1 
Hourly Wage (cents) Feb. 163.8 164.0 156.1 77.3 | billion, which was 5 percent less than the 
Weekly Wage ($) Feb. 66.83 67.08 63.84 21.33 | total for the like period of last year. Public 
expenditures for the same period came to 
PRICES—Wholesale (Ib2) notaael we vichoce iagage sage $2.8 billion this year, a 25 ncaa increase 
Retail (cd) Feb. 209.0 210.9 204.9 116.2 ene teint 
year. 
COST OF LIVING (Ib3) Mar. 188.0 187.9 184.5 100.2 * * 7 
Seat Mar. 227.6 227.55 226.2 113.1 
Clothing Atar 203.5 2043 203.1 113.8 BUSINESS FAILURES in March were 
Rent Mar. 140.5 140.2 134.7 107.8 moré widespread than at any time since 
May 1951. At 715, they numbered 16 per- 
RETAR, TRADE—$b** cent more than a month earlier but never- 
Retail Store Sales (ed) ‘ain wag = ss 47 | theless were 2 percent below the 732 failing 
Durable Goods fob. ”- ~ id 1.1 | firms in March of last year. LIABILITIES in- 
Non-Durable Goods Fab. ae rage pad 3.6 | volved in the month’s failures increased 50 
suk Store Sales (mrb) Feb. 0.79 0.82 0.87 0:34 percent to $29.2 million and were $11.6 
Retail Sales Credit, End Mo. (rb2)__ | Feb. its sates pit 55 | million more than last year, according to 
MANUFACTURERS’ compilations of Dun & Bradstreet. All in- 
jie Gabaiieks (ih “eter iin, 22.9 22.2 28.5 14.6 rice and trade groups experienced more 
isa, te eral 11.2 11.0 15.5 71 ailures than in February. The largest in- 
sala Bonet faecas ery 11.6 112 129 7.5 | creases were in eating and drinking places 
Shipment $b (cd)—Totol™* hae 23.2 22.1 23.7 83 and food stores. The rise in manufacturers 
puis, Wit as ae, ea 15 10.8 11.5 41 failures occurred chiefly in the leather and 
UE ORL he.” eons Mor. 11.4 122 122 42 | iron and steel industries. All regions but 
: the Mountain States showed increased 
BUSINESS INVENTORIES, End Mo.** failures as compared to February. 
Total—$b (ed) Feb. 70.0 70.2 63.4 28.6 
Menufactiners’ Feb. 42.1 42.2 34.7 16.4 i ey oe 
Wholesalers’ Feb. re |) RAYON «SHIPMENTS during March 
Retailers’ Feb. 18.2 18.1 19.0 8.1 
Se 23 23 25 1.1 | totalled 75,000,000 pounds, a 7 percent 
Dept. Store Stocks (mrb)_____ | drop from the 81,400,000 pounds shipped 
BUSINESS ACTIVITY—1—pc Apr. 26 181.6 177.2 190.3 141.8 | in February, according to Textile Organon, 
(M. W. S.)—1—np Apr. 26 216.2 210.9 2221 146.5 | statistical bulletin of the Textile Economics 
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Latest Previous Pre- 
Wk. or .or Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month = ==Month Ago Harbor* 

INDUSTRIAL PROD.—1 np (rb)** =| Mar. 220 222 222 174 Bureau. The month of March witnessed 
Mining Mar. 164 167 158 133 production cutbacks in various categories 
Durable Goods Mfr._________ ] Mar. 282 283 277 220 of rayon and acetate yarn and staple. 
Non-Durable Goods Mfr.—.-— ——| Mar 188 190 199 151 Despite lower output, STOCKS in the 

hands of producers continued to rise and 

CARLOADINGS—t—Total Apr. 26 779 735 825 833 dead o 149,700,000 pounds on March 31, 
Mise. Freight Apr. 26 376 366 398 379 : 
dies st Apr. 26 72 72 80 156 an increase of 4,700,000 pounds from a 
ae Apr. 26 40 40 50 43 month earlier. On March 31, 1951 stocks 

amounted to only 13.7 million pounds. 

ELEC. POWER Output (Kw.H.) m Apr. 26 7,140 7,104 6,674 3,267 . © 

SOFT COAL, Prod. (st) m Apr. 26 9.7 9.2 10.4 10.8 NEW ORDERS FOR MACHINE TOOLS 
iia Miata Tan 2 Apr. 26 159.7 151.0 166.4 44,6 | during March rose to 327.1 percent of the 
Stocks, End Mo Mar 77.3 76.5 71.4 61.8 1945-1947 average, the National Machine 

Tool Builders Association has reported. This 

PETROLEUM—(bbls.) m was a seasonal increase from new orders 
Crude Output, Daily ong. 20 aa 66 “3 4.1 | of 318.8 percent of the base period in 
Gasoline Stocks —— = = = - February and compares with 590.3 in 
Fuel Oil Stocks p oip-xe 9 87 84 March 1951. SHIPMENTS in March 
Heating Oil Stocks odie vi - = ™ amounted to 293.9 percent of the base 

LUMBER, Prod.—(bd. ft.) m Apr. 26 617 611 620 632 period and have shown a continued rise. 
Stocks, End Mo. (bd. ft.) b Feb. 8.2 8.3 6.4 12.6 | The ratio of unfilled orders to production 

— continued to drop and amounted to 15.9 

STEEL INGOT PROD. (st) m Mar 9.4 8.7 91 7.0 | months in March. This compares with the 
Cumulative from Jan. 1 Mar 27.2 17.8 25.7 747 | peak ratio reached in September of last 

ENGINEERING CONSTRUCTION year at 23.5 months. The decline in the 
AWARDS-—$m (en) May 1 288 371 271 94 ratio is due principally to an increase in 
Cumulative from Jan. 1 May 1 4,497 4,208 5,258 -~—«5,692_~—=«| Output as new orders are still in excess 

aaa of shipments. 

MISCELLANEOUS Decontrol of STEEL products, increasingly 
Paperboard, New Orders (st)t Apr. 26 183 163 202 165 demanded as a stimulus to construction out- 
Cigarettes, Domestic Sales—b Mar. 30 29 30 17 side defense activity, will be decided upon 

Do., Cigars—m Mar. 478 447 455 543 by Henry Fowler, new Defense Production 
Do., Manufactured Tobacco (Ibs.)m_ | Mar. 17 18 18 28 Administrator, some time after June 1. 











b—Billions. cbh—Census Bureau. cd—Commerce Dept. cd2—Commerce Dept., seasonally adjusted monthly totals at annual rate, before taxes. 
cdlb—Commerce Dept. (1935-9—100), using Labor Bureau and other data. e—Estimated. en—Engineering News-Record. I|—Seasonally adjusted index 


(1935-9—100). Ib—Labor Bureau. Ib2—Labor Bureau (1947-9—100). Ib3—Labor Bureau (1935-9—100). 


It—Long tons. m—Millions. mpt—At mills, 


publishers and in transit. mrb—Magazine of Wall Street, using Federal Reserve Board Data. np—Without compensation for population growth. 
pe—Per capita basis. rb—Federal Reserve Board. rb2—Federal Reserve Board, instalment sale credit and charge accounts. st—Short tons. t—Thousands. 
*—1941; November, or week ended December 6. **—Sec lly adjusted 
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1952 1952 
No. of 1952 Indexes 1952-1952 | (Nov. 14, 1936, Cl.—100) High low Age®b Map? 
Issues (1925 Cl.—100) High low §Apr.26 =May2 | 100 HIGH PRICED STOCKS.......... 125.1 119.2 120.4 9119.4 
330 COMBINED AVERAGE ........... 199.5 190.9 192.6 190.9Z 100 LOW PRICED STOCKS....... 241.5 227.4 229.5 227.4Z 
4 Agricultural Implements........... 295.8 270.6 273.6 270.6 5 Investment Trusts....................... 97.9 102.9 102.9 
10 Aircraft (‘27 Cl.—100) ............. 278.2 278.2 284.2 3 Liquor (‘27 Cl.—100) 944.2 944.2 944.2 
7 Air Lines (‘34 Cl.—100)............. 616.9 632.7 616.9Z Tt MeO a oso oir esos capil 197.9 197.9 197.9 
8 Amusements ..................... 91.6 91.6 91.6 3 Mail Order ..................... 117.7 117.7 117.7 
10 Automobile Accessories ... 232.0 236.8 234.4 3 Meat Packing ................. 90.3 90.3 90.3 
11 Automobiles ..........000...0.... 40.2 40.6 40.2 13 Metals, Miscellaneous 252.3 258.1 252.3Z 
3 Baking (‘26 Cl.—100).... 20.8 21.2 20.8Z 0 ee ee é 396.7 415.5 399.4 
3 Business Machines .................... ; 374.4 378.4R 374.42 2G CONGO on 5s cesscsscccssseveciadess: . 485.1 440.2 454.8 450.4 
2 Bus Lines (‘26 Cl.—100)............ 157.4 141.6 141.6 152.1 30 Public Utilities ..........0.00000000.... 169.2 162.5 165.9 165.9 
GO GWONNECIS 05 .ccssssecsecscoucd- 356.4 364.5 356.4Z 9 Radio & TV (‘27 Cl.—100)......... 34.5 31.1 33.6 33.0 
3 Coal Mining : 14.2 14,2 14.5 8 Railroad Equipment ................ 64.3 59.2 60.5 59.9 
4 Communications ....................... 68.3 63.0 63.6 63.0 pi OO’ een tne en ee ~ - 4.8 41.3 45.8 45.0 
DF CORSITUCHON  .,.coscsscccccisccchjenresas 72:3 67.5 69.6 68.2 oO eer ae 42.0 38.2 40.1 40.5 
gl eee, ae 490.6 442.8 452.3 442.8Z ee NUON os ccnccnissiodcaaceaderece 191.8 181.0 188.1 186.2 
PF COBDOE Ge BhOSS:. 6.c5..<.ccsscvscecsiese 169.5 138.8 142.0 138.8Z De SONY CUPLUUS) oekcs, .--.:csscccudegecsssnee 330.5 301.5 313.8 310.7 
2 Daley FiO duels oss ccsssessecs ccs e sisi 85.7 83.2 84.0 84.8 THE Stith Gi GOW <5 5-0. cscsdvese 154.8 138.3 139.8 138.3Z 
5 Department Stores ................... 66.0 61.4 62.7 61.4Z IE REIN isi fate ca rescxscaxcdsaveecucevactes = meee 67.5 68.9 68.9 
6 Drugs & Toilet Articles............. 233-1 212.7 215.0 21272 2 Sulphur 541.3 552.3 546.8 
2 Finance Companies ................. 356.4 308.1 356.4 353.2 5 Textiles 164.1 166.1 164.1 
7 fel it Rr er 178.7 171.5 171.5 173.3 3 Tires & Rubber 66.9 69.0 66.9Z 
2 Food Stores ........ : . 103.8 97.4 98.5 98.5 Gr TOBACCO: «.5<ccckssse0: 80.2 80.2 80.2 
RS PRU RIMNNGES 6.43 oc ccsescossesencissans 63.1 59.3 61.2 60.6 2 Variety Stores ; 297.9 297.9 297.9 
A GONE oo cic Shon eas 736.4 648.3 Lae: 692.3 18 Unclassified (’49 Cl.—100)....... 119.7 116.2 117.4 116.2 

R—Revised. Z—New 1952 Low. 
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Trend of Commodities 





Commodity futures showed little net change, on average, in 
the two weeks ending May 5. The Dow-Jones Futures Index 
made a new low of 174.43 on April 30 but rallied to close 
at 175.30 on May 5, actually higher than the 175.09 closing 
of two weeks earlier. Wheat, corn, soybeans, lard, wooltops, 
grease wool, hides, domestic sugar and cottonseed oil futures 
all were higher on May 5 than a fortnight ago while oats, 
cotton, world sugar and rubber were lower. September 
wheat gained 134 cents during the period as hopes burgeoned 
that the Government might extend its liberalized support pro- 
gram, recently announced for cotton, to other commodities. 
In the case of cotton the Agriculture Department announced 
it would buy the staple directly from the producer at the loan 
price. This eliminates the cost of storage and interest charges. 
Data regarding old crop wheat supplies gave support to the 
market. Stocks of wheat as of April 1 at 521 million bushels 


were considerably below the 716 million bushels on hand a 
year ago. Wheat use has been very high, largely due to heavy 
exports. The September corn future gained 1% cents in the 
two weeks ending May 5. A small corn supply is in prospect 
with stocks in all positions on April 1 at 1,527 million bushels, 
down about 16 percent from a year ago. The commodity has 
been held back by the unfavorable feeding ratio and by 
heavy marketing of off-grade corn. Cotton prices have been 
generally weak and the July option lost 130 points in two 
weeks time to close at 38.25 cents a pound on May 5. This 
drop seems to be a belated recognition of the unsatisfactory 
condition of the cotton textile business. The carry-over of 
cotton at the end of this season is now expected to be larger 
than previously anticipated. The trade is now estimating that 
cotton stocks may be as high as 2.8 million bales on July 31. 
Earlier forecasts had looked for only 2.0 million bales. 
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U. S. DEPARTMENT OF LABOR INDEX OF 28 BASIC COMMODITIES 
Spot Market Prices—August, 1939, equals 100 


Date 2Wks. 3Mos. 1Yr. Dec. 6 








May5 Ago Ago Ago 1941 
28 Basic Commodities .....................000.. 296.1 293.3 319.2 370.3 156.9 
11 Imported Commodities .................... 297.1 292.6 327.7 406.7 157.3 
17 Domestic Commodities .................... 295.5 293.8 313.8 348.5 156.6 

COMMODITY FUTURES INDEX 
Fes. MAR. APR. 
290 
DOW-JONES 
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14 Raw Materials, 1923-25 Average equals 100 
Aug. 26, 1939—63.0 Dec. 6, 1941—85.0 
1952 1951 1950 1945 1941 1939 1938 1937 


High ................ 1812 2145 2047 958 743 76.3 658 93.8 
low 173.1 174.8 134.2 83.6 58.7 61.6 57.5 64.7 
228 


Date 2Wks. 3Mos. 1Yr. Dec. 6 
May5 Ago Ago Ago 1941 


7 Domestic Agriculture ...................0... 343.1 335.8 352.2 403.6 163.9 


Dp RMNNN Secs ssid sc dosscansuaissdisesesoceens 350.0 343.6 363.7 391.3 169.2 


Se a PAO 280.1 280.4 308.4 358.3 148.2 


RAW MATERIALS SPOT INDEX 


Fes. MAR. APR. 
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Average 1924-26 equals 100 
1952 1951 1950 1945 1941 1939 1938 1937 


Seep 192.5 215.4 202.8 111.7 88.9 67.9 57.7 866 
LOW vssevnescossars 174.4 176.4 1408 986 58.2 48.9 47.3 54.6 
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Standard Oil Company (Indiana) will build a new 
plant at its Wood River, Ill., refinery to expand the 
production of an improved detergent additive used 
in compounding heavy duty motor oils, the company 
has announced. Nation-wide additive production is 
short of meeting military and civilian requirements 


for heavy duty motor oils, and expansion of 
Standard’s capacity will help relieve the shortage. 
The improved additive was introduced by the com- 
pany in 1949. It prevents sludge and varnish accumu- 
lation in internal combustion engines, and affords 
better lubrication and longer engine life. 


Douglas Aircraft Co., Inc., has introduced a new 
production tool which will help speed the output of 
airplanes while reducing their production cost. It is 
a new type of hydropress one-tenth the size of con- 
ventional presses, yet capable of exerting up to three 
times the pressures currently used in forming the 
thousands of sheet metal parts used in airplane con- 
struction. The higher pressures available with this 
press makes it possible to form the heavier gauge 
metals employed in modern, high speed aircraft, 
while hand-forming is reduced by some 50 per cent. 
The initial cost of the new press is a fraction of the 
cost of conventional hydraulic presses, making it 
practical to have numerous installations in various 
parts of a plant to speed production. 


Shipment of the first of three steam-turbine gen- 
erator units for the California Electric Power Co.’s 
$15,000,000 expansion program has been announced 
by the General Electric Co. This steam turbine, rated 
at 30,000 kilowatts, is expected to be in operation by 
May of this vear. The three new turbines with a com- 
bined capacity of 100,000 kw, will enable the power 
company to nearly double its present 127,400 kw 
capacity, now provided chiefly by hydro-electric 
power. A demand for additional power has arisen in 
the company’s service area because of new housing, 
increased needs of essential industries and the ex- 
pansion of military bases. To provide the additional 
power the power company is erecting its first large 
steam plant at Highgrove, Calif., where the new 
turbines are to be installed. 


An agreement for the consolidation of Delta Air- 
lines and Chicago and Southern Airlines has been 
announced in a joint statement by the president of 
each company. The terms of the agreement, which 
will have to be submitted to stockholders and to the 
Civil Aeronautics Board for approval, involve the 
exchange of $10 million of Delta’s 514% convertible 
debentures for the 509,326 shares of Chicago & 
Southern’s stock outstanding. The bonds will be con- 
vertible into 1 share of Delta common for each $35 
face value of debentures. Delta’s present routes total 
3654 miles, serving 13 states with a population of 
13,296,455. Chicago & Southern’s domestic routes 
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total 2820 miles and its international routes measure 
3034 miles. 


Consolidated Edison Co. of New York has received 
permission from the Defense Electric Power Admin- 
istration to proceed with a $3.7 million program 
designated to improve smoke control installations at 
three New York City electric generating plants. The 
utility had submitted plans to the Federal agercy 
last Fall, but the application was denied at that time 
because of a threatened shortage of critical ma- 
terials. The Company plans to rebuild existing 
cinder-catching installations as well as to add sup- 
plementary equipment. It is expected that half of the 
planned installations will be made in the summer of 
1953 and the work completed in 1954. 


Archer-Daniels-Midland Co., one of the world’s 
largest processors of agricultural products, is enter- 
ing the fast-growing chlorophyll business. The com- 
pany has purchased Keystone Chemurgic Corp., of 
Bethlehem, Pa., second largest chlorophyll producer 
in the country, and Chlorophyll, Inc., of Neodesha, 
Kansas. The latter firm completed a chlorophyll ex- 
traction plant in January but has not yet placed it in 
operation. The president of Archer-Daniels-Midland 
said he expects chlorophyll, used as a deodorant and 
a wound healer, to become one of his firm’s major 
operations from an earnings standpoint. The com- 
pany is planning to make only the raw material and 
not produce any commercial products. 


The Glenn L. Martin Co. has delivered a new and 
potent anti-submarine weapon to the Atlantic Air 
Force. This is the “Marlin” seaplane patrol bomber, 
the first aircraft ever designed and built especially 
for anti-submarine warfare. The 36-ton Marlin is a 
one airplane hunter-killer team, carrying more sub- 
marine detection equipment than any other plane 
plus weapons capable of destroying detected sub- 
marines. The Marlin, with its 90-foot hull and 118- 
foot wing spread, carries a crew of seven and is 
powered by two Wright turbo-compound engines, 
the first application of the reciprocating-turbine en- 
gine to a flying boat. 


Glidden Co. has announced a major advance in 
metal powder processing which eliminates oxidation 
and results in vastly improved mixing characteristics 
and die life. The Chemical-Pigment-Metals division 
of the company states that as a result of this new 
development in powder metallurgical technique, fab- 
ricators of powdered metal parts will obtain, in addi- 
tion to longer die life, more uniformity of part size 
characteristics during processing, faster and more 
complete alloying action and decreased molding pres- 
sures. Mixing characteristics imparted to Glidden 
metal powders by the new process are greatly im- 
proved by the elimination of the tendency to lump. 
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A Realistic Appraisal 
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reach a successful conclusion, and 
in the meantime some units have 
been disposed of. Proceeds of sale 
of properties have been applied to 
purchase and retirement of out- 
standing capital stock through 
open market purchases and other- 
wise. Recently, tenders of shares 
up to $14.99 were accepted to the 
amount of about $10 million, and 
outstanding stock has been re- 
duced to 4,950,600 shares. This 
program has helped sustain net 
profit comfortably above current 
$1 annual dividend requirements. 

As one of the smaller producers, 
R-K-O Pictures has been experi- 
menting in production of films for 
use of television stations. Its 
earnings record, now that the 
company has segregated theatre 
properties, is unimpressive, and 
its future appears to depend upon 
management’s ability to procure 
talent for production of pictures 
with strong box office appeal. 
There are numerous other small 
picture producing companies 
whose records indicate that their 
shares should be regarded as 
highly speculative. 





Trends in First Quarter 
Earnings—Part Il 
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36 cents a share, compared with 
$2.21 a share the first half of the 
1951 fiscal year. 

In the December quarter, sales 
and profits were affected by cur- 
tailment of production due to lack 
of deliveries by an important sup- 
plier whose operations were im- 
peded by a strike. During the 
March quarter, sales and profits 
were affected by a shut-down for 
a changeover to 1952 models. 

It is doubtful that a substan- 
tial improvement in earnings can 
be attained in the near future, as 
competitive conditions in the au- 
tomotive industry are now more 
acute. However, looking further 
ahead, the company is planning 
on increasing its production 
schedules for the balance of the 
fiscal year in expectation of im- 
provement in demand at that 
time. The company’s orders for 
aircraft engines have been sub- 
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ject to a “stretch-out” under new 
Air Force regulations, but the to- 
tal amount of engines to be pro- 
duced by the company will not be 
affected by these new orders. The 
recent acquisition of the Kalama- 
zoo Stove Co .is expected to add 
to the earnings potential. On the 
other hand, the refrigerator and 
appliance division is temporarily 
affected by the over-supply of this 
type of consumers’ durables. 

For the fiscal year ended Sept., 
1951, the company earned $3.74 
a share. Based on the record for 
the first six months, 1952 earnings 
probably will be the lowest since 
the end of World War II. 





Can Our Economy Stand 
Another Round of Wage 
Increases? 





(Continued from page 198) 


raises of from 14 to 19 cents an 
hour have been granted to me- 
chanics and a $16 a month in- 
crease to flight-service employes. 
Raises in the industry are not uni- 
form, but have been taking a simi- 
lar pattern. The result has been to 
increase costs for the industry 
substantially. Individual compan- 
ies in industries such as electrical 
equipment, chemical, meat pack- 
ing, shipping and aircraft have 
negotiated with the unions. In 
such instances, increases recently 
have been moderate. In over 800 
wage agreements since the begin- 
ning of the year, somewhat over 
half were for less than 10 cents an 
hour. In about 15% of the agree 
ments, wage increases were for 16 
cents an hour or above. 

The picture seems to be one of 
a slow ebbing in high wage de- 
mands generally, although the 
steel unions have set the pace 
with a large wage hike. This 
probably will be the last of the 
series of important wage _ in- 
creases. Most corporations feel 
that they can no longer afford to 
increase wages at a time when 
profits are shrinking and taxes 
advancing. They must also think 
of their stockholders as any 
further squeeze on profits, engen- 
dered through wage increases, 
would again narrow the already 
narrowing margin of earnings 
for dividends. 

Coming to the current situa- 
tion, we find that with commodi- 
ties now in their fourteenth 
month of decline and with new 
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lows for various price indices, and 
many signs of over-supply in ma- 
terials, finished and semi-finished, 
and with the cost of living in a 
moderate but perceptible decline, 
we are in a definitely deflationary 
period. Were it not for arma- 
ments spending, the value of na- 
tional sales would have declined 
below the level of the first quar- 
ter of last year. Actually, they 
were about 1% higher, compared 
with a yearly average of 5%. 
With the sales trend downward, 
in terms of dollars, earnings are 
also downward. 

In the first quarter this year, 
profits before taxes were down 
about 12%, a definite result of 
the combination of high operating 
costs and lower sales. Since this 
trend is continuing into the 
second quarter, it must be de- 
duced that high wages along with 
other higher costs can no longer 
be absorbed without a lowering of 
the rate of profit. While, gener- 
ally speaking, the over-all volume 
of profits is still substantial it is 
probable that even a moderate 
drop in the rate of production 
would have a definite effect in 
producing a further decline in 
profits, in view of the fact that 
operating costs are relatively in- 
flexible and that high wage rates, 
once imposed, are difficult to 
alter. Certainly, the unions will 
resist any effort on the part of 
industry to lower existing wage 
scales if eventual economic con- 
ditions should dictate the neces- 
sity of such a move. This could 
lead to a great deal of labor strife 
eventually. 





Weighing Size and Value 
of Corporate Backlogs 
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liveries begin, so no translation of 
backlog into duration of work 
would be realistic. 

Boeing Airplane, Douglas Air- 
craft, North American Aviation 
and United Aircraft. as is inevi- 
table in a race to rearm, have the 
largest backlogs of unfilled orders, 
both in dollars and in proportion 
to sales. That North American’s 
backlog of $1.7 billion is 914 times 
its latest year’s sales of $177.6 
million, while United’s $1.3 billion 
unfilled orders are little more than 
three times its $417.2 sales for 
1951, is relatively unimportant. 
Subcontracting and plant expan- 


(Please turn to page 234) 
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The Personal Service Department of THE MAGAZINE OF WALL STREET 
will answer by mail or telegram, a reasonable number of inquiries on 
any listed securities in which you may be interested or on the standing 
and reliability of your broker. This service in conjunction with your 
subscription should represent thousands of dollars in value to you. It is 
subject only to the following conditions: 

1. Give all necessary facts, but be brief. 


2 


Confine your requests to three listed securities at reasonable intervals. 


3. No inquiry will be answered which does not enclose stamped, self- 


addressed envelope. 
4 


envelope. 


No inquiry will be answered which is mailed in our postpaid reply 


5. Special rates upon request for those requiring additional service. 





Sperry Corp. 


“Please report Sperry Corp.’s main 
fields of operations and also about how 
much of recent volume of business was 
devoted to Government contracts. 


R. F., Omaha, Nebraska 


Consolidated net income of 
Sperry Corporation for fiscal year 
ended December 31, 1951 was 
$10,883,161, or $5.36 per share, on 
shipments of $240,933,677. In 
1950 Sperry earned $9,588,718, or 
$4.72 per share on shipments of 
$163,454,591. The backlog of un- 
filled orders at the end of Febru- 
ary, 1952, was $631 million 
ees $350 million a year ear- 
ier. 

The 1951 volume of business 
was about evenly divided between 
government and commercial cus- 
tomers. Shipments increased by 
48% as a result of the require- 
ments of the defense program and 
a good market for the company’s 
hydraulic and agricultural equip- 
ment. Net earnings did not in- 
crease commensurately because of 
higher tax rates. 

The company’s activity was 
higher in 1951 than in the previ- 
ous year in each of Sperry’s three 
main fields—instrumentation and 
controls, hydraulics and farm 
equipment. Production during the 
last quarter of 1951 was at an 
annual rate of $300 million. In 
the instrument and controls field, 
the company cited the production 
of a radar and optical bombing 
system for the Air Force; an auto- 
matic, radar-directed gunfire con- 
trol system for the Army’s Sky- 
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sweeper anti-aircraft gun; and 
automatic pilots and transmission 
for helicopters. .In hydraulics, 
particular mention was made of 
the application of the company’s 
hydraulic equipment to power 
steering for passenger automo- 
biles and tractors. Farm equip- 
ment sales again showed an in- 
crease over the previous year, and 
several new products were intro- 
duced, 

Additions to property, plant 
and equipment during the year 
totaled $7,776,208. Company- 
owned facilities for the manufac- 
ture of hydraulic equipment was 
under construction at Joplin, Mo. 
A new subsidiary, Sperry Farra- 
gut Corp. is constructing and will 
operate for the account of the 
United States Government an in- 
stallation at Bristol, Tenn., for 
the manufacture of guided mis- 
siles. Sperry Gyroscope Co. of 
Canada, Ltd., has understaken for 
the Canadian Government the 
construction and operation of an 
aeronautical equipment plant in 
Montreal. 

At the end of the year, $33 mil- 
lion had been borrowed under a 
$53 million bank credit agreement 
to provide additional funds to 
finance the increased volume of 
business. 

Dividends in 1951 totaled $2 
per share. One 50-cent quarterly 
dividend has been paid thus far in 
the current year. 

In view of Sperry’s important 
position in the defense program 
and continuing demand for its 





commercial products, its volume 
of business is likely to continue 
at a high level in 1952. 


American Machine & Foundry 
Company 

“As I am dependent mainly on div- 
idend payments for income, I would ap- 
preciate receiving information on the 
dividend record of American Machine & 
Foundry Company and recent payments. 
and also prospects for further payments 


in 1952.” 
R.C. Pittsburgh, Pa. 


Nineteen-fifty-one marked the 
25th uninterrupted year in which 
American Machine & Foundry 
Company has paid a dividend on 
the common stock. Dividends in 
1951 were 80 cents a share plus a 
214% stock dividend on December 
15. If present operating conditions 
continue, the president recently 
stated that he will recommend 
that the practice of paying a sup- 
plemental stock dividend be con- 
tinued. 

Sales, rentals and royalties of 
the company climbed to $54,203,- 
000 in 1951, a new high in Ameri- 
can Machine & Foundry’s 51-year 
old history and almost double the 
$27,517,000 total recorded in 
1950. 

After dividends on the 3.90% 
cumulative preferred stock, earn- 
ings per share of common stock 
amounted to $1.83 for 1951 com- 

pared with $1.53 in 1950. These 
ieee are based on 1,319,460 
shares of common stock outstand- 
ing on December 31, 1951 as 
against 1,120,506 shares of com- 
mon stock outstanding at 1950’s 
end. 

Earnings mentioned above do 
not include a non-recurring profit 
of $642,000 realized from the sale 
and lease-back of plants of A.M.F. 
subsidiaries, Cleveland Welding 
Company of Cleveland, Ohio, De- 
Walt Inc. of Lancaster, Pa. and 
Junior Toy Corporation of Ham- 
mond, Indiana. 


While virtually all divisions of’ 


the company improved their sales 
record in 1951, a large part of the 
year’s new sales were attributed 
to new subsidiaries acquired in 
(Please turn to page 238) 
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Producing Quonsets-the“world’s most useful 
buildings-to help America swell production 


Born at the Stran-Steel Division of Great Lakes Steel Corporation in the 
stress of World War II, the versatile Quonset has since proved itself the 
“world’s most useful building” in many different fields of America’s 
production and distribution. 


On the farm, Quonsets are helping to increase livestock yields, save crops, 
preserve machinery. In commerce, everything from banks to bowling 
alleys—from service stations to super markets—are being housed in easy- 
to-adapt Quonsets! In industry, these all-steel structures are providing 
urgently needed factory and warehouse space with speed and economy. 











National Steel products serve many industries in many ways. In addition 
to National’s large output of standard steel products, its diversified opera- 
tions provide special carbon steels for the automotive industry; tin plate 
for the canning industry; zinc-coated steel for the home appliance industry; 
low-alloy sheets and fabricated steel flooring for the railroad and trucking 
industries; steel framing for the building industry. 
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All these products are National Steel from ore to customer. All are the 
result of the complete integration, the continual expansion that make 
National Steel one of America’s steel production leaders. 


NATIONAL STEEL CORPORATION 


GRANT BUILDING PITTSBURGH, PA. 
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SERVING AMERICA BY SERVING AMERICAN INDUSTRY 





SEVEN GREAT DIVISIONS 
WELDED INTO ONE 


INTEGRATED STEEL- 
MAKING STRUCTURE 


HANNA IRON ORE COMPANY 


Cleveland, Ohio. Produces ore 
from extensive holdings in the 
Great Lakes region. 
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GREAT LAKES STEEL CORP. 
Detroit, Mich. A major sup- 
plier of standard and special 
carbon steel products for a wide 
application in industry. 


THE HANNA FURNACE CORP. 


Blast furnace division located 
in Buffalo, New York. 
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WEIRTON STEEL COMPANY 
Weirton, W. Va. World’s larg- 
est independent manufacturer 
of tin plate. Producer of many 
other important steel products. 


NATIONAL MINES CORP. 
Supplier of high grade metal- 
lurgical coal for National 
Steel’s tremendous needs. 
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STRAN-STEEL DIVISION 
Ecorse, Mich. and Terre Haute, 
Ind. Exclusive manufacturer of 
world-famed Quonset building 
and Stran-Stee] nailable framing. 


NATIONAL STEEL PRODUCTS CO. 
Houston, Texas. Warehouse 
and distribution facilities for 
steel products in the Southwest. 
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sion will bring up sales volume; 
the vital consideration is continu- 
ance of orders and eventually re- 
negotiation if any company makes 
a little too much. 


Cincinnati Milling Machine Co., 
with $170 million in unfilled 
orders and $67 million in sales 
during 1951, appears to have 
about 31 months’ work laid out for 
it. That isn’t quite the case; it 
takes machines to make machines, 
as it does to make everything else, 
and the company has equipment 
on order itself. When its $8 mil- 
lion expansion program is com- 
plete sometime this year, Cincin- 
nati Milling hopes to step up pro- 
duction to a rate of $100 million 
a year. While all but about $5 
million of the year-end backlog 
was defense work, the company 
hopes that after it runs out of de- 
fense orders in the latter part of 
1953 private users of machine 
tools will be in line. Frederick 
Geyer, president, says 90% of 
tools in American factories today 
were designed or even built be- 
fore World War II. Those tools 
are ripe for replacement, but just 
now the defense program is in the 
way. 

Food Machinery and Chemical 
Corp., with a backlog of $142.1 
million and 1951 sales of $151.8 
million, offers an instructive pic- 
ture of the divergence of civilian 
and military business. Of 1951 
sales, the three machinery divi- 
sions provided 45%, defense con- 
tracts only 2%. Of the backlog, 
only $17.8 million, or less than 
three months’ work for the divi- 
sions involved, is for civilian 
wares. The other $124.3 million is 
for combat vehicles. With tooling 
up completed, says the company, 
it expects to turn out $100 million 
of this in 1952, and is seeking 
1953 contracts for the same 
product. 


General American Transporta- 
tion Corp. closed 1951 with a 
backlog of $105 million in orders, 
compared to 1951 sales of $119.2 
million. Of these sales, so-called, 
$61 million were services, largely 
leasing of the company’s large 
fleet of special-purpose cars, and 
$58.2 million in manufacturing. 
Neither the company’s report nor 
explanatory remarks at the an- 
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nual meeting spelled out the dis- 
tribution of this backlog. An as- 
sumption that it was divided $20 
million in cars for GATX’s own 
fleet, $22-24 million in cars to be 
sold, and $61-63 million in defense 
orders, should not be far out of 
the way. 

Allocation of a backlog of its 
own orders is not as whimsical as 
it sounds; these cars are usually 
spoken for before they are built, 
financed by equipment notes, and 
leased at rentals which will pay 
off the notes, return a_ profit 
meanwhile, and finally leave the 
company with the wholly-owned 
car. The defense contracts are be- 
ing fulfilled in a building which 
housed GATX’s unhappy venture 
into bus-building, so all in all its 
backlog is the concrete represen- 
tation of events which should 
make its stockholders happy. 


Increase in Otis Backlog 


Otis Elevator Co., in its annual 
report, spelled out the meaning of 
its $149 million backlog compared 
to its $90.1 million sales. Total 
booking of $112.7 million during 
the year included $37 million in 
defense orders, but the sales in- 
cluded only $788,573, leaving 
$36.3 million in defense orders: to 
be completed. Maintenance bill- 
ings moved up $2 million because 
of past installations, but new in- 
stallations, lifeblood of Otis over 
the years, fell off some 52% from 
$81.5 million to $39.3 million. 
Whether, when government re- 
strictions are eased, builders will 
still need elevators and escalators, 
is the question here. 

Packard Motor Car Co. was in- 
cluded in this survey of backlogs, 
and the big three were omitted, 
because its smaller backlog is of 
more importance to Packard than 
their larger ones are to them. 
Packard earned $5.5 million on its 
$178.1 million sales last year, or 
about $73 on each of the automo- 
biles it sold. If, as Packard’s 
president forecast, defense sales 
alone reach a $200 million rate in 
1953, it is unlikely that in this 
particular case defense business 
won’t be quite as profitable as 
civilian business. 

Pullman, Inc., built up its back- 
log in the first quarter of 1952 to 
$385 million from $375 million at 
year-end. As the annual report 
noted, actual deliveries on these 
contracts depend upon govern- 
ment allocations which are made 
quarterly. A grim underscoring of 
this warning was afforded by first 


quarter results—sales up $22 mil- 
lion from a year earlier, operating 
profit up $2.6 million, taxes up 
120%. Backlog was not broken 
down into defense and civilian, 
nor into operation of Pullman- 
Standard, the carbuilding unit, M. 
W. Kellogg, the construction sub- 
sidiary, and Trailmobile, the new 
subsidiary building highway 
transport trailers. It was noted 
that freight car orders unfilled 
amounted to 29,282, enough for 14 
month’s capacity operation. 





Has Paper Expansion 
Overrun Itself? 
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in profits of $16.8 million, or $3.11 
a common share, compared to 
$11.6 million, or $2.10 a common 
share, in 1950. It was explained 
at the annual meeting that this 
profit included $3 million from 
sales of the properties and of 
stocks in unrelated enterprises. 
St. Regis operates in two strong 
fields—printing and _ publication 
papers, where its capacity is 
some 300,000 tons a year, and 
multiwall bags, with much of its 
kraft paper worked up in its own 
bag mills. Upon completion of 
the current program, which is 
just about all ready for operation, 
capacity in kraft will be 560,000 
tons a year, and all pulp will be 
supplied from company installa- 
tions. In the first quarter of 1952 
net sales were off to $47.7 million 
from $49.8 million in the previous 
quarter and $48.4 million—at a 
lower price level—a year earlier. 
While rapid amortization on three 
big projects will make profit look 
smaller than it is for the next few 
years, the dividends of 25 cents 
quarterly appear secure. At $21 a 
share, this returns a little less 
than 5%. In January, when Hum- 
ble Oil brought in a well in south- 
ern Alabama, near St. Regis’ tim- 
ber holdings which straddle the 
Alabama-Florida line nearby, 
there was a flurry of interest in 
St. Regis’ oil possibilities. Roy K. 
Ferguson, president, told the an- 
nual meeting nine-tenths of the 
timberland was still unleased for 
oil exploration, and that the com- 
pany was consulting geologists 
about its next step. 

Crown Zellerbach Corp. ends its 
year April 30, so results of the 
full year’s operations will not be 
made public until some time in 

(Please turn to page 236) 
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RAPIDLY-GROWING 


gee 1941, Philco Corporation has 
pioneered in the research, develop- 
ment and production of microwave radio 
relay equipment—and today és one of the 
largest manufacturers of microwave 


communications equipment in the world. 


Microwave radio relay stations, which 
replace land wire lines and cables, are 
one of the most promising industrial 
applications of electronics today. They 
are used for point-to-point communi- 
cations, including telephone and telegraph 
service, and television and sound broad- 
casting. They are more reliable than 
wire facilities, during storms, tornadoes 
and other emergency conditions, when 
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dependable communications are vital. 
They are more flexible because they do 
not require a continuous land right-of- 
way, and have a capacity for simultaneous 
multi-channel communications for voice, 
tele-printer and supervisory control func 
tions. This additional reliability and 
greater flexibility can be provided, in 
general, more economically than with 
comparable wire line facilities. 
Boon to Industry 
Philco opened the first regularly opera- 
ted television relay link in 1941, to 
transmit programs between New York 
and Philadelphia. 


Philco equipment is now being used by 


INDUSTRY 


commercial communications companies, 
pipe lines, railroads, utilities, and the 
United States Armed Forces al! over 
the world. 


Philco Engineering Leadership 

Because of the many advantages offered 
by Microwave systems, their growth 
possibilities are very substanual. Large 
organizations with a need for high-speed 
communications are potential users. The 
growing network of pipe lines, utilities, 
railwork, waterways, turnpikes and decen- 
tralized industrial plants offer special 
opportunities for growth. And, Philco is 
continuing its pioneering leadership in 
this rapidly-growing field. 
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July. For the nine months ended 
January 31, sales in 1951-52 were 
$185.3 million, compared to $164.4 
million in the like period of 1950- 
51, but net moved up only to $17,- 
867,472 from $17,700,922. Crown 
Zellerbach, in its last full year, 
increased production 14% and 
swung it a little farther from 
newsprint into industrial papers. 
Newsprint, up 15,000 tons in ac- 
tual output, fell to 32.3% of pro- 
duction from 34.8%, and other 
papers and board rose to 54.5% 
from 53.2%. The company began 
fiscal 1952 committed to a pro- 
gram of further expansion in both 
fields. It has pursued the expan- 
sion of its British Columbia news- 
print activities, but a $25 million 
certificate of necessity for a new 
kraft pulp mill was_ recently 
handed back to the Defense Pro- 
duction Administration on the 
ground that there would be plenty 
of kraft pulp around before the 
mill could be finished. Crown Zel- 
lerbach’s common stock recently 
made a low at 4814 on the New 
York Stock Exchange, and is now 
at 50, where the $3 dividend yields 
6%, apparently safe for any fore- 
seeable future. 

Sutherland Paper Co.’s special 
field is the board package—printed 
in as many as four colors—for 
food, candy, cigarettes, pharma- 
ceuticals, liquors and articles of 
clothing, Its 1951 results showed 
a 21% increase in sales from 1950, 
with a drop in net to $2.95 from 
$3.83 in 1950. The first quarter of 
1952 continued this decline, with 
net slipping a little farther to 62 
cents from 90 cents in the corre- 
sponding quarter of 1951. This 
company has the name among its 
competitors of being excellently 
managed, and took advantage of 
the flush 1950-early 1951 period to 
get its financial house in order. Its 
sales volume should not decline 
too greatly because it has many 
satisfied customers in fields whose 
volume holds up well throughout 
the business cycle. There is, un- 
fortunately, no way to provide as 
many days of growing weather for 
its Michigan pulp trees as its 
competitors’ Southern trees enjoy, 
but the part of its raw material 
provided by Chicago’s vast out- 
pouring of wastepaper should re- 
main at low cost. Still, this is not 
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the sector of the paper industry 
which normally thrives in hard 
times. With a dividend of 3714 
cents a quarter, Sutherland com- 
mon returns 6.5% on its price of 





A Scramble for World 
Markets 





(Continued from page 209) 


one objects to having a case in- 
vestigated by proper authorities. 
But the foreign manufacturer 
who has been urged to go and 
tackle the dollar market in order 
to earn the much needed dollars 
for his country, has also a case. 
If we are going to put up tariffs 
and quotas everytime he succeeds 
in cracking our market, then Eu- 
rope may just as well give up 
right now. So may the American 
consumer go hang in getting his 
products cheaper. Proposals such 
as that made by Senator Cape- 
hart, to limit the imports of arti- 
cles containing products subject 
to allocations and priorities to a 
quota of 50 per cent of the pre- 
Korean level, would go a long way 
toward ruining all our trade with 
Western Europe. In the last few 
months Italy, Belgium, Great Brit- 
ain, and Denmark have protested 
against our intended action. 

All this would not only undo 
much of the work of the past 15 
years in lowering trade barriers, 
but our unwillingness to accept 
foreign imports in exchange for 
our exports would weaken our 
political ties with Europe as well 
as the private enterprise system 
there. If we are going to make it 
impossible for a private Euro- 
pean businessman to deal with us 
in the export field, we may be 
faced some day with dealing with 
state monopolies which as Dr. 
Hoffman pointed out in the New 
York Times recently, “are capa- 
ble of big losses and of bargaining 
on a crude barter basis for dollar 
goods Western Europe must have 
to survive as an industrial re- 
gion.” 

One need not be alarmist to un- 
derstand that a continuation of a 
trend toward increased protec- 
tionism bodes ill for the strength 
of the free world. As a recent 
editorial in the New York Times 
put it, 

“Every United States policy 
that puts the interest of a small 
domestic group above those of for- 
eign producers provides welcome 


ammunition for Moscow and for 
anti-American forces in non-com.- 
munist lands. ...It provides help. 
ful evidence for these groups’ 
claims that this country preaches 
freer trade for others, not for our- 
selves, that we are economic im. 
beciles who think we can export 
without ever importing, that wy 
are interested only in flooding for. 
eign markets with our goods and 
are callous toward our friends’ 
needs for markets here.” 

Increased protection is not the 
way to meet the crisis in inter. 
national trade. Increased protec. 
tion will result merely in more 
economic nationalism all around 
and in building up more surplus 
capacity. The present crisis in 
international trade in consumer 
goods has unquestionably started 
by the efforts to release more re. 
sources for defense activities by 
reductions in consumer demand, 
investment cuts in non-essential 
goods and higher taxes. It has 
brought about serious contraction 
of international trade in some 
commodities. 

This is only one interpretation, 
however. The other is that the 
free world, now that the main job 
of rehabilitation has been finished 
and the vacuum that was Ger- 
many and Japan is again filled, is 
beginning to readjust itself to a 
new situation. This new situation 
covers further industrialization 
of such overseas countries as In- 
dia, Argentina, Brazil, Canada, 
and others, once industrial Ev- 
rope’s best customers. The new 
situation includes also the closing 
of important markets for Ger- 
many and Japan and the reorien- 
tation of these countries to the 
Western markets, more particu- 
larly to the dollar market. 

This reorientation and adjust- 
ment period will take time. It will 
bring about hardships for some 
industries. Our overwhelming 
creditor status has placed us in a 
position where a great deal of 
statesmanship and understanding 
will be required. Failing it, the 
free world will be pushed further 
along the road of economic na- 
tionalism. 





Correction: In the article on 
Sears, Roebuck and Montgomery 
Ward, in the May 3 issue of the 
Magazine of Wall Street, it was 
stated that Ward’s stock paid $4 
in 1950 and $3 in 1951. These are 
the sums carried in the annual re- 
port: actually, stockholders re- 
ceived $3 in calendar 1950 and $4 
in calendar 1951. 
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“How earnings work to ) produce move oil 


IMPORTANT FACTS FROM THE 1951 ANNUAL REPORT OF STANDARD OIL COMPANY (NEW JERSEY) 


N THE FREE WORLD, people use tremendous 
as of oil. Meeting their needs, rising 
year after year, has been one of the notable in- 
dustrial accomplishments of our time. 

For example, the peak war effort in 1945 
pushed use of oil 23% higher than in 1940. This 
looked like a mark that would not be topped for 
years. 

' But vigorous post-war reconstruction, and ex- 
pansion of industry, transportation and agricul- 
ture, made oil use in 1946 greater even than in 
1945. And in 1951 it was 58% higher than in 1946. 

To supply this oil has called for great expansion 
by the petroleum industry. It has meant new wells, 
pipe lines, storage tanks, refineries, tankships . . . 
in times of high costs. 

The job has required a vast outlay of money, 
which has been provided largely by the industry's 
own earnings. 

How this works out is shown in the case of 
Standard Oil Company (New Jersey), an Amer- 
ican corporation having investments in companies 
carrying on the varied functions of the oil busi- 
ness in the United States and abroad. 

Consolidated net income of Jersey and affiliates 
for 1951 was $528,461,000. Of this, $278,862,- 
000, or 53%, was used to help provide new 
equipment. 

In the six years since 1945, Jersey and affiliates 
have spent $2,350,000,000 for replacement and 
expansion of facilities. Depreciation and depletion 
reserves provided only 44% of that amount. The 
largest share of the expenditure was met by the 
reinvestment of earnings. 

During 1951 alone, to do their part in supply- 
ing more oil for the free world, companies in 
which Standard Oil Company (New Jersey) has 
investments: 


Discovered Oil 

In the United States, made new oil discoveries in 
the Williston basin, the Uinta basin, and Texas... 
In Latin America, extended known fields in Vene- 
zuela, and opened up a new area in Colombia... 
In the Middle East, Arabian American Oil Com- 
pany made two important discoveries, one in the 
offshore waters of the Persian Gulf... 


Developed Production 


In the United States, drilled more wells than in any 
year since 1937, and greatly expanded secondary 
recovery operations to get more oil from existing 
fields ...In Venezuela, completed 190 producing 
wells... In Canada, increased total producing wells 
from 844 to 1,140... In the Middle East, Arabian 
ee = Company and ce Petroleum Com- 


‘Expanded Refining Capacity 
At Baton Rouge, La., and Everett, Mass., enlarged 
refineries ... At Winnipeg, in Canada, opened a 
new refinery and, at Edmonton, Sarnia, and Van- 
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couver added facilities... At Fawley, England, 
put the largest refinery in ‘the United Kingdom on 
stream... At Antwerp, Belgium, proceeded with 
field work on a large refinery . . at Durban, South 
- Africa, started work on a refinery, and at Bombay, 
India, completed arrangements to build a new 
one.. 


“Expanded Transportation 

In the United States, boosted pipe line capacity 
substantially, particularly in the South . . . Ordered 
twelve new ocean-going tankships, bringing the 
post-war total of those purchased or contracted for 
to 72... Began to bring Western Canadian oil to 
consumers in the Eastern provinces by means of 
two large, new Great Lakes tankers, with a third 
going in service this spring . . . In Iraq, Iraq Petro- 
leum Company brought near completion a new 
556-mile pipe line from the oil fields to the Medi- 
terranean. It will permit oil production in Iraq to 
be more than doubled in 1952... 


Advanced Research 


Put into the search for new and improved proc- 
esses and products a total of $23,100,000, one of 
the largest expenditures for such a purpose by any 
company... 


Continued Good Employee Relations 
The interest of the company and its employees in 
maintaining good mutual relationships resulted in 
another year without strikes or work stoppages 
in the domestic affiliates. This was an important 
factor in meeting the increased demand for oil... 


A THE FREE WORLD GROWS IN STRENGTH, it 
/ \calls formore and more oil. So, not just to 
the 254,000 shareholders who own Jersey, but to 
people on freedom’s side all through the world, 
the two outstanding facts about our Annual 
Report for 1951 are: (1) Jersey affiliates again 
did their part in meeting the growing needs for 
oil; and (2) the competitive business system that 
did this job produced the earnings to help meet 
even greater needs in the future. 





FINANCIAL SUMMARY 


Standard Oil Company (New Jersey) 
and Consolidated Affiliates 

Total income from sales, services, 

dividends and interest........................$3,863,317,000 
INGE TICONO gan dssiick cece calcd ccccccadavessnasnijuds QO 

or $8.72 per share 
intestate $249,599,000 
or $4.1212 per share 


BUINIMONOS: 0.52. sinecscccscccczis 





Wages and other employment costs........$600,500,000 
Taxes charged to incOMe.............cccsseeeeee $400,700,000 
Other taxes, collected for governments..$329,900,000 
Spent for new plants and facilities.......... $381,824,000 
Number of shareholder-owners...................... 254,000 
Number OF CxO yee. cos. ocsessesencaaecensecsosease 120,000 











We'll gladly send a cepy of the full report if you wish one. 
Write Room 1626, 30 Rockefeller Plaza, New York 20,N.Y. 


STANDARD OIL COMPANY (NEW JERSEY) 
AND AFFILIATED COMPANIES 


MAY 17, 1952 
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Securities Disturbing 
Investors 





(Continued from page 221) 


rates and a readjustment of mail 
rates which were only recently 
scale down to 63 cents to 45 cents 
per ton mile. 

American Airlines is in a 
sound financial condition but 
husbanding of earnings appears 
necessary to enable the company 
to cover capital expenditures for 
improvement and _ expansion, 
which includes the purchase of 
36 new four-engine Douglas 
planes scheduled for 1953 and 
1954 delivery. 

Such a necessity clouds the im- 
mediate outlook as to the dividend 
policy of the company, but it 
should be borne in mind that the 
volume of both passenger and 
cargo traffic through the air 
should continue to expand and 
that American Airlines, with its 
varied and _ extensive routes, 
should be able to demonstrate its 
apparent inherent earning power 
as quickly as general economic 
conditions become adjusted. 

Canada Dry Ginger Ale, Tiic., 
has shown a continuous expan- 
sion in sales since 1946, the year 
in which the company split its 
common stock on a 3-for-1 basis. 
Net sales mounted from $37.5 
million in that year to a high of 
$61.4 million in the fiscal year 
ended September 30, 1951. Net 
sales in the previous 12 months 
period were $54.4 million, indi- 
cating that business in 1951 ex- 
ceeded that in 1950 by $7 million. 

Out of this $7 million increase 
the company was only able to 
carry approximately $526,000 
over into net income. This carry- 
over was computed before making 
any provision for Federal taxes 
of $3.6 million plus $130,388 
which was applicable to the 1950 
year. After deduction of these 
amounts the company showed a 
net income for 1951 of $2.1 mil- 
lion, $1 million less than was 
realized in 1950. Net operating 
income before taxes fell below 
the 1950 figure by reason of 
higher costs for production mate- 
rials which in the aggregate were 
up by 2.2 million, and by an in- 
crease of 4.2 million in advertis- 
ing, selling, distributing and other 
expenses over similar expendi- 
tures for the previous year. Oper- 
ations in 1951 produced net 
earnings of $1.03 a share on the 
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common stock whereas in the 
preceding 12 months period earn- 
ings were equal to $1.56 a share. 

Continuation of the upswing 
in the company’s business is evi- 
dent from the showing made in 
the first half of the current 
fiscal year. Net sales amounted to 
$31 million, surpassing those 
for the corresponding period of 
the previous year by $2 million. 
Here again the gain in sales failed 
to increase net earnings. The first 
half year’s net was 33 cents a 
share against 48 cents in the 
previous year. The winter months 
are not the most favorable for the 
company’s business and the bal- 
ance of the year should produce 
some upturn in profits, but judg- 
ing from first quarter results it 
appears that operating costs con- 
tinue to absorb more and more of 
operating revenue. In keeping 
with the character of the business 
broad advertising campaigns are 
necessary not only to expand but 
to maintain current sales accom- 
panied by other expenditures for 
the development of new markets. 
Such expenditures might bring 
about a further disturbance in 
dividend payments which recently 
were cut from 20 cents to 1214 
cents a share. 

The prospects are for a further 
expansion of sales through adver- 
tising and other sales promotion 
efforts, but higher costs for such 
work, together with greater oper- 
ating expenses, preclude the 
possibility of any immediate im- 
provement in earnings. The stock, 
consequently, appears to lack at- 
tractiveness especially in view of 
the obscured outlook for continua- 
tion of the present rate of divi- 
dend payments. 


Sales Dwindle For Retail Chain 


Spiegel, Inc., operates through 
both the mail and a chain of 
retail stores. In common with its 
contemporaries in the merchan- 
dising field, Spiegel has experi- 
enced a dwindling of sales volume 
during the early months of 1952. 
Figures for the first quarter dis- 
close consolidated net sales of 
$27.2 million compared with $31.6 
million for the corresponding 
period of 1951, a decrease of 13.98 
per cent. 

This comparison, however, does 
not necessarily furnish an accur- 
ate index to a trend. It is generally 
recognized that scare buying, 
particularly of durable goods, 
created a substantial amount of 
business for Spiegel as well as 
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other merchandisers in the first 
quarter of last year. Nevertheless, 
even though Spiegel did a record 
volume of business with net sales 
of $146.3 million in 1951, com- 
pared with $143.5 million in 1950, 


profits before Federal income 
taxes amounted to $5.2 million. 
In 1950, on the smaller volume 
of sales the company was able 
to show, before Federal taxes, 
profits of $5.9 million. Federal 
taxes in 1951 were $1 million less 
than those in the earlier year so 
the decrease in net profits from 
$3.3 million in 1950 to $2.2 million 
in 1951, must be attributed to the 
higher cost of doing business. 

Translated into per share earn- 
ings, results for 1951 were equal 
to $1.18 for the common stock in 
contrast to $1.81 which was rea- 
lized in 1950. While comprison 
of first quarters of 1951 and 
1950 may be unfair, it does appear 
that there has developed in the 
retail merchandising field some 
resistance to buying on the part 
of the public, and this has brought 
about increased price competi- 
tion. These conditions are bound 
to have an effect upon net earn- 
ings for the first half of the cur- 
rent year and this being so it 
creates a question as to the abil- 
ity of the majority of retail mer- 
chandisers, including Spiegel, take 
up the slack in earnings should 
sales volume increase at the end 
of the year. 

For the present, the prevailing 
quarterly dividend of 15 cents a 
share on the common is covered 
with a fair margin, but this does 
not diminish the fact that the 
stock is highly speculative. 
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Cleveland Welding Company and 
Junior Toy Corporation. Only 
nine months of their annual sales 
are included in the 1951 figures 
since they were not acquired until 
April. 

American Machine & Foundry’s 
backlog at the year-end amounted 
to $118,917,000 of which $106,- 
939,000 consists of both prime and 
sub-contracts for the Armed 
Forces. 

The company has made strides 
during the year in development 
and sale of its long established 
product lines and conclusive prog- 
ress has been made in the devel- 
opment of the production model of 

(Please turn to page 240) 


OF WALL STREET 











first 
less, 
cord 
ales 
om- 
950, 
ome 
lion. 
ume 
able 
Xes, 
eral 
less 
r SO 
rom 
lion 
the 


irn- 
jual 
in 
"ea- 
son 
and 
ear 
the 
yme 
art 
oht 
eti- 
ind 
rn- 
ur- 


bil- 
er- 
ike 
uld 
nd 


ng 
4 


eS 


nd 
ily 
les 


til 


y's 
ed 
. 
nd 
ed 


es 
nt 
ed 
g- 
a] - 
of 





sk 


MAY 17, 


19852 


FROM FOREST 


TO PAPER 


TO PRODUCTS 


W; . . . . ° ° 
ith mills and plants in thirty locations in this country, 
Canada and abroad, St. Regis is a completely integrated 
pulp and paper company with an abundant supply of 


wood resources strategically located. 


An established, stable and Jong term supplier, the company 
manufactures bleached and unbleached sulphate pulp, kraft 
paper and board, multiwall bags and packing machines. 

a wide range of printing and publication papers. 


industrial and decorative plastics. 


ST. REGIS parce company 


230 Park Avenue, New York 17, N. Y. 
Offices in Principal Cities 


In Canada: St. Regis Paper Company (Canada) Limited, Montreal 


239 





as 














Fraitiifilly yours ) ( foc Fig Gears 


1902 1952 


THE TEXAS COMPANY 
199th 


Consecutive Dividend 


A dividend of sixty-five cents (65¢) 
per share on the Capital Stock of 
the Company has been declared th‘s 
day, payable on June 10, 1952, to 
stockholders of record at the close 
of business on May 9, 1952. The 
stock transfer books will remain 
open. 








ball 
CLARK 


EQUIPMENT ff 


PLYMOUTH DE SOTO 
DODGE eI 8 CHRYSLER 
LY a 


YOU GET THE GOOD THINGS FIRST FROM CHRYSLER CORPORATION 


Rosert FisHer 
Treasurer 





April 22, 1952 














CLARK machines—fork-life trucks 
and special use attachments, powered 
hand trucks, industrial towing trac- 
tors—pay off fast . . . speed-up ma- 
terials handling operations with less 
manpower! Consult your classified 
directory for local dealer or write 
direct to Clark Equipment Company, 
Battle Creek, Michigan. 








DIVIDEND ON 
COMMON STOCK 


The Directors of Chrysler Corporation 
have declared a dividend of one 
dollar and fifty cents ($1.50) per 
share on the outstanding common 
stock, payable June 12, 1952 to 
stockholders of record at the close 
of business May 13, 1952. 


B. E. HUTCHINSON 
Chairman, Finance Committee 


Products of CLARK EQUIPMENT 


TRANSMISSIONS — AXLES — AXLE HOUSINGS for | 
Trucks, Buses, Industrial and Farm Tractors — FORK- 
UFT TRUCKS—POWERED HAND TRUCKS AND INDUS- 
TRIAL TOWING TRACTORS for Materials Handling. 

















This announcement is neither an offer to sell nor a solicitation of an offer to buy any of these 
Shares. The offer is made only by the Prospectus. 


989,599 Shares 
American Can Company 


Common Stock 
($12.50 Par Value) 


Rights, evidenced by subscription warrants, to subscribe for these 

shares have been issued by the Company to the holders of its common 

stock, which rights will expire at 3 o’clock P.M. Eastern Daylight Saving 
Time on May 26, 1952, as more fully set forth in the Prospectus. 


Subscription Price $2614 a Share 


The several underwriters may offer shares of common stock at prices 

not less than the Subscription Price set forth above (less, in the case of 

sales to dealers, the concession allowed to dealers) and not more than 

either the last sale or current offering price on the New York Stock 

Exchange, whichever is greater, plus an amount equal to the applicable 
New York Stock Exchange commission. 


Copies of the Prospectus may be obtained from only such of the undersigned 
as may legally offer these Shares in compliance with the 
securities laws of the respective States. 


MORGAN STANLEY & CO. CLARK, DODGE & CO. 


KUHN, LOEB & CO. THE FIRST BOSTON CORPORATION BLYTH & CO., INC, 


GOLDMAN, SACHS & CO. HARRIMAN RIPLEY & CO. LEHMAN BROTHERS 


Incorporated 
F.S. MOSELEY & CO. 

MERRILL LYNCH, PIERCE, FENNER & BEANE 
UNION SECURITIES CORPORATION 
DEAN WITTER & CO. 


SMITH, BARNEY & CO. GLORE, FORGAN & CO. 

KIDDER, PEABODY & CO. 

STONE & WEBSTER SECURITIES CORPORATION 
WHITE, WELD & CO. 

May 9, 1952. 
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the entirely new A.M.F. automatic 
PinSpotter. As a result of success- 
ful tests of 16 production models 
PinSpotters now are in full pro- 
duction and the company is in the 
process of tooling up for quantity 
production. Two hundred ma- 
chines are being built, scheduled 
for completion during the Sum- 
mer with installations to follow 
in bowling establishments. 

Earnings for the first quarter of 
1952 were 4lc per share against 
35c in first quarter of 1951. A 
stock dividend of one share of 
common for each 40 shares held 
is payable June 14 to holders of 
record May 26. Regular quarterly 
cash dividends of 20 cents have 
been declared this year. 


Borden Company 

“Please report the results of opera- 
tions of Borden Company last year and 
dividend payments and also working 
capital position.” 

C. W. Madison, Wisconsin 

Sales of the Borden Company 
reached a record high of $732,- 
056,671 in 1951, a gain of 16% 
over 1950 sales of $631,114,120, 
but higher taxes cut net income to 
the lowest level since World War 
II. 

The increase in sales reflects 
the higher prices of 1951 and, to 
a lesser extent, a gain in the com- 
pany’s over-all sales volume. 

Net income of $18,080,371 for 
1951 represents a decline of 10‘ 
from the previous year’s total of 
$20,147,073. The drop was fully 
accounted for by higher federal 
taxes on corporate income which 
exceeded those of 1950 by $3,300.- 
000. Per share earnings in 1951 
were $4.20, as compared with 
$4.69 the year before. 

Earnings of unconsolidated for- 
eign and domestic subsidiaries im- 
proved in 1951. The company’s 
equity in these subsidiaries’ net 
income was about $1,850,000, as 
compared with $1,350,000 in 1950. 

Dividends in 1951 totalled $2.80 
per share and 60 cents was paid in 
the first quarter of 1952. 

Year-end inventories were by 
far the highest in company’s his- 
tory. They amounted to $73,742,- 
837, an increase of 34% over 1950 
which is the result of higher 
prices and larger quantities on 
hand. 

With current assets of $155,- 
123,277 and current liabilities of 
$40,136,066, Borden’s had at the 
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year’s end a balance of $114,987,- 
211 as working capital—a ratio of 
3.86 to 1. Reflecting both the 
growth of the business and condi- 
tions of the times, working capital 
was 8% above the peak attained in 
1949. Added to working capital 
during 1951 was about $12,800,- 
000, the amount remaining from 
the sale of $60 million of 30-year 
27% debentures after deducting 
expenses of the issue and retiring 
all of the company’s prior long- 
term notes. 

During 1951, Borden spent 
about $16,300,000 replacing or 
adding to plants and equipment. 
The capital expenditure for 1952 
amounts to $14,750,000, plus some 
$2,800,000 of unexpended author- 
izations from last year. 

Prospects over coming months 
appear satisfactory. 


Texas Gulf Sulphur 

“Taman elderly person with a modest 
sized portfolio. Texas Gulf Sulphur has 
been mentioned to me as a good income 
producer. Have you recent data as to 
operating revenues, working capital and 
dividends? 

J. E. Independence, Missouri 

Texas Gulf Sulphur Company 
for the year ended December 31, 
1951 reported gross revenues 
from sulphur sales of $71,637,749 
compared with $68,869,416 in the 
preceding year. Reflecting addi- 
tional tax burdens, these sales re- 
sulted in a net income for the 
year, after all charges and taxes, 
of $25,441,943 compared with 
$25,889,255 in 1950. Earnings per 
share on stockholder ownership of 
3,340,000 shares of capital stock 
were $7.62 in 1951 against $7.75 
in 1950. 

Net income of $25,411,943 for 
1951 was computed after provi- 
sion for federal income taxes 
amounting to $15,500,000, in- 
cluding excess profit tax provision 
of $1,500,000; a depreciation 
charge of $1,292,086; amortiza- 
tion charges of $1,417,421; and 
$974,675 as a provision for cur- 
rent exploration expenses. In 
1950, provision for taxes was $13,- 
000,000, which included an excess 
tax provision of $1,100,000. 

The company recently stated 
that the demand for sulphur con- 
tinues to equal its capabilities 
to produce, load and ship even 
though production was the high- 
est in the company’s history. Pur- 
suant to directives of the National 
Production Authority the com- 
pany supplied approximately 66“ 
of the sulphur exported through 
the Sulphur Export Corporation 

(Please turn to page 242) 
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“Tool Pusher” doesn’t sound like a 
proper title for a man in charge of 
perhaps a half million dollars worth of 
equipment. A tool pusher, however, is 
the key man on a drilling rig, the one who 


r ‘ Ke 


manages all activities of the drilling crew. 


He is responsible for well progress to the drilling 
superintendent and the geological and production 
engineers of the producing company. But the tool 
pusher is just one of many important men needed to, 
locate, drill, complete and produce an oil well 


successfully. 


Through more than 31 years of drilling for oil, “a 
SUNRAY has developed a strong organization of oil 
During the past year, SUNRAY’s 
production of crude oil increased to 73,000 net bar- 


production men. 


® 
et 


rels per day for use in industry, commerce and the 


national defense. 


Aggressive exploration activity in the search for 
new sources of oil and natural gas, is a part of 
SUNRAY’S continuing program of growth. 
SUNRAY—and other companies in competitive 
enterprise — will continue to serve 

. for SUNRAY'’s 
progress and America’s progress go 


hand in hand. 


America as always. . 






SUNRAY’s 2,219 men and 
women employees in nine 
oil producing states, are all 
a part of the work team 
which always backs up the 
Tool Pusher’s job. 
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SUNRAY OIL CORPORATION 


GENERAL OFFICES e FIRST NATIONAL BLDG. e TULSA, OKLA. 
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c=) COLUMBIAN 
CARBON COMPANY 


One-Hundred and Twenty-Second 
Consecutive Quarterly Dividend 


A quarterly dividend of 50 cents per 
share will be paid June 10, 1952 to 
stockholders of record May 15, 1952, 
at3 P.M 
LYLE L. SHEPARD 
Treasurer 




















Atlas Corporation 


33 Pine Street, New York 5, N.Y. 





Dividend No. 42 
on Common Stock 





A regular quarterly dividend of 40¢ 
per share has been declared, payable 
June 20, 1952, to holders of record 
at the close of business on May 23, 
1952 on the Common Stock of Atlas 
Corporation. 

Water A. PETERSON, Treasurer | 
May 2, 1952. | 
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CAN COMPANY, Inc. 

A regular quarterly dividend of fifty 

cents (50¢) per share on the common 

stock of this Company has been declared 


payable June 14, 1952, to stockholders of 
= at the close of business May 23. 


LOREN R. DODSON, Secretary. 














C) GAN COMPANY. Inc. 
C CAN COMPANY, Inc. 
A regular quarterly dividend of one dol- 
lar six and one-quarter cents ($1.06%) 
per share on the $4.25 cumulative sec- 
ond preferred stock of this Company 
has been declared payable on July 1, 
1952, to stockholders of record at the 
close of business June 13, 1952. 


LOREN R. DODSON, Secretary. 








C. CAN COMPANY, Inc. 
C CAN COMPANY, Inc. 
A regular quarterly dividend of ninety- 
three and three-quarter cents ($.93%) 
per share on the $3.75 cumulative pre- 
ferred stock of this company has been 
declared payable July 1, 1952, to stock- 
holders of record at the close of busi- 
ness June 13, 1952. 


LOREN R. DODSON, Secretary. 











REEVES BROTHERS, inc. 


DIVIDEND NOTICE 

A quarterly dividend of 30c per 
share has been declared, payable 
June 12, 1952, to stockholders of 
record at the close of business June 
2, 1952. The transfer books of the 
Compony will not be closed. 

J. E. REEVES, Treasurer 
May 12, 1952. 

















Answers to Inquiries 





(Continued from page 241) 


and that agreement has been 
reached with Freeport Sulphur 
Company to terminate the activi- 
ties of Sulphur Export Corpora- 
tion with shipments to fulfill 
allocations for the first quarter of 
1952. Thereafter all export ship- 
ments by the company will be han- 
dled directly by the company. 


Balance sheet as of December 
31, 1951 showed current assets of 
$47,477,606 which includes $35,- 
218,398 of cash and U.S. Govern- 
ment securities. Current liabilities 
were $18,742,384. Earned surplus 
on December 31, 1951, after pay- 
ment of $18,370,0000 of dividends 
during the year, was $66,346,- 
941 against $59,274,998 in 1950. 

Earnings for the three months 
ended March 31, 1952 were $2.10 
per share based on 3,840,000 
shares outstanding. 

Dividends in 1951 totalled $5.50 
per share and $1.75 per share was 
paid in the first quarter of 1952. 





As | See It! 
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ductive armaments and disrupted 
economic relations with Pakistan. 
Recent price recessions of such 
export products as rubber, tea, 
jute, and linseed has seriously af- 
fected the purchasing power of 
the farmer. Unemployment in 
cities has been growing. 

By far the most serious prob- 
lem in India is that of raising suf- 
ficient food for the present popu- 
lation of some 360 million which is 
increasing at the rate of 45 to 50 
million each decade. Partly be- 
cause of this tremendous growth 
of population, partly because of 
drouths, and also because of in- 
efficient cultivation (there has 
been an enormous in land fallow- 
ing in recent years), per capita 
food grain consumption has seri- 
ously declined. To make up the 
food deficit, the Indian Govern- 
ment has had to import in 1951 
and 1952 some 10 million tons of 
food grains at the cost of nearly 
one billion dollars. Under normal 
circumstances this money would 
have been used for the develop- 
ment of new industries. Foreign 
exchange position of the country 
has been impaired somewhat. To 


help out, the United States agree 
to lend India 2 million tons of 
wheat costing $190 million, to he 
repaid in 35 years. 

In addition, we came early this 
year to India’s aid with a grant of 
$50 million to be used over the 
next five years — in conjunction 
with India’s own Five-Year De. 
velopment Plan—for various pro. 
jects for encouraging the produce. 
tion of food: introduction of ney 
crops, irrigation projects, contri 
of livestock diseases, and gener 
improvement of agricultural tech. 
niques. Considering that India) 
crop yields are from one-third t; 
one-half as large as in this coun 
try, and that there are some 16 
million acres of cultivable land up. 
used because of the lack of water 
the prospects for helping India ty 
solve her food problem are reall 
good. 


Much more money will lk 
needed if there is to be a materia 
improvement in the economic con- 
ditions of the mass of Indian 
voters before the next election 
roll around. Our new Ambassador 
to India, Mr. Chester Bowles, 
would like us to spend in India a 
least one billion dollars during th 
next four years. Even $500 t 
$600 million, which other observ: 
ers believe to be sufficient, is a lo 
of money, and India, like China, 
could easily prove a_ veritable 
sink. Nevertheless if the Indian 
show that they are able to hel 
themselves by attacking their 
food problem, the money that w 
or the Free World may spend in 
India will be money well spent. 





The Trend of Events 





(Continued from page 192) 


the agency responsible for pass 
ing on these applications is draw 
ing to the end of its usefulness 
Both the government and indus 
try have profited from the grant: 
ing of these certificates, the gov- 
ernment in that it was enabled ti 
secure much needed-capacity for 
military and allied production. 
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and industry which received, i! 
exchange for its enterprise, in- 
portant tax benefits, along with 
the new plants. 

The approaching end of rapit 
tax amortization, however, indi- 
cates that in the estimation 0! 
government authorities plant ex 
pansion for military purposes ha 
reached its peak. 
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Securities Continuing 
Orderly Decline 





( Continued from page 195) 


although appreciably above the 
lowest levels of recent years, are 
still historically low, in allowance 
for the abnormality of the infla- 
tionary postwar boom and for the 
eventual return to more normal 
conditions. 


In our view a major economic- 
financial crisis, at all comparable 
with that of 1929-1932, can be 
ruled out; for nothing like com- 
parable vulnerability exists in the 
market, the banking structure or 
the commodity-price structure. So 
the prospect should not be too 
frightening to long-pull investors 
who are willing, and have the 
temperament required, to sit 
through a_ reasonably typical 
cyclical deflation. Many of these 
think it desirable or necessary to 
keep at least a substantial propor- 
tion of funds employed one way 
or another; and some will insist 
on keeping all funds employed. 

There have been significant 
structural changes in the market, 
footing up to less speculation, 
more genuine long-term invest- 
ment both by individuals and in- 
stitutions. This has been reflected 
for some years in declining trend 
in market trading volume, rela- 
tive to total listed shares. That 
means that stocks suitable for in- 
vestment — chiefly stable-dividend 
issues on the one hand, growth 
stocks on the other—tend to move 
out of the market into strong 
hands. Institutional demand is al- 
ready important, and is bound to 
become progressively more so, es- 
pecially as regards pension funds. 
This implies that defensive-type 
stecks, pulled down in the past 
more by the psychological drag of 
bear markets than as a result of 
reduced earnings and dividends, 
are likely to get significantly bet- 
ter support in any future market 
deflation. 

So far as the next few months 
are concerned, we see no basis for 
important general advance in 
stock prices, or for serious de- 
cline. If this is correct, you can 
expect a continuing selective, 
moderate-range market; possibly 
with some upward bias for a time 
possibly in the summer period, 
within which seasonal influences 
have been more or less favorable, 
unless precluded by worse busi- 
ness conditions than are now fore- 
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seeable for the second and third 
quarters. 


On a basic view, we think you 
will be well advised to move out 
of speculative and cyclical stocks 
on rallies; and to increase the 
portion of funds employed in 
high-grade fixed-income securities 
and investment-grade stable-divi- 
dend common stocks. In many 
cases this will involve some sacri- 
fice of dividend income, but it is 
worth making. Through careful 
placement of funds half and half 
in good preferred stocks and safe- 
dividend equities you can get a 
current average yield of roughly 
5%, and adequate peace of mind, 
even though not full immunity to 
price fluctuation. You can get the 
latter only in low-yield time de- 
posits or Government savings 
bonds.—Monday, May 12. 


BOOK REVIEWS 


PUBLIC FINANCE 
By Professor M. SLADE KENDRICK 


This is an indispensable book for any- 
one who wants to have an intelligent 
understanding of the public finance 
problems of the federal, state, and local 
governments. Public Finance includes 
some of the most important issues of 
our economic life, issues that have a 
direct and practical meaning for the 
average citizen and taxpayer. 

Professor Kendrick gives a realistic 
and balanced account of public expendi- 
tures, public revenues, and fiscal policy 
in the United States. The book includes 
these special features: 

e thorough treatment of taxes on 
personal and corporation income, 
property, estates and inheritance, 
and business (including sales) 

e a systematic discussion of public 
expenditures 

e a history of federal, state, and local 
taxation in this country 

e a clear presentation of fiscal policy 
and the economics of taxation 

e 18 charts and tables supplementing 
the text 

e 21 illustrations 

Here is a book to be studied, marked 
up, reread, and quoted. It will give the 
reader a sound working knowledge of 
the theories, practices, and problems of 
public finance. 

H. M. Company $7.50 








A NATIONAL AGRICULTURAL 
POLICY 


For All the People of the 
United States 


By LEONARD HASTINGS SCHOFF 


This book advances a long-range cor- 
rective program: to eliminate subsist- 
ence farms which cannot compete with 
modern large-scale farming; to improve 
small farms into adequate high-produc- 
ing family units and prevent the break- 
up of family ownership; to provide new 





capital formation for the movement of 
excess farm population out of agricul- 
ture; to furnish flexible parity price 
support. 

The book is a timely answer to the 
arguments of those who would avoid the 
consequences of present agricultural 
problems at the expense of all tax- 
payers. The volume was prepared out 
of the findings of the Columbia Univer- 
sity Seminar on Rural Life. 

Harper $2.50 


MOSES 
By SHOLEM ASCH 


This magnificent novel sets an appro- 
priate keystone in the career of Sholem 
Asch. Delving deep into roots held in 
common by much of the world today, it 
is a noble story, fused with the vigor, 
insight, and imagination of a writer 
who has devoted years to its re-creation. 

We see Moses first as a young nrince 
of Pharaoh’s court, rebelling under pal- 
ace discipline, aware of the legends con- 
cerning his birth, and deeply curious 
about the Hebrew people who suffer the 
bitter yoke of slavery. When he breaks 
away to visit them, and finds his own 
family, he makes the fateful decision to 
cast his lot with Israel. 

In the land of the Midianites, con- 
vinced that his exile will be lifelong, 
Moses marries and tends the flock of his 
father-in-law Jethro. Yet his thoughts 
are never far from the captive tribes in 
Egypt, and one day in the desert, God 
speaks to him, out of a bush that burns 
but is not consumed, and commands him 
to deliver Israel from the land of the 
Egyptians. 

We watch Moses, fearful of his mis- 
sion but subservient to God’s will, grow- 
ing in strength and wisdom as he is con- 
fronted with one crucial test after an- 
other. First comes the titanic struggle 
against Pharaoh, the gods of Egypt 
against the one God, and the triumphal 
escape through the waters of the Red 
Sea. In the desert, by God’s help, he 
saves the children of Israel from hun- 
ger and thirst and brings them to the 
foot of Sinai, where they hear and 
accept God’s covenant. But while Moses 
leaves them to ascend the mount, and is 
gone for forty days, they erect a golden 
calf to worship, and Moses brings the 
wrath of God upon them. In the time 
of their punishment (the fort- years of 
wandering that follow) he is their stal- 
wart leader—in the privations of the 
desert and the wars with the idolaters. 
Putnam $3.75 


WAKE UP YOUR MIND 


Wake Up Your Mind aims to help 
readers achieve greater happiness, for 
themselves and others, through enliven- 
ing their imaginations. The premise is 
simple and sound: “The more creative 
we try to be, the more creative we be- 
come, and the more creative we are, the 
more we can get out of life.” 

Creative imagination—how can we de- 
velop it? This question is completely and 
helpfully answered. More than 101 ways 
are suggested. For example, little chil- 
dren are alive with creative contagion— 
how can they help us? Reading, seden- 
tary games, indoor sports, travel, hob- 
bies, the fine arts, word-play, writing— 
what can we get out of them creatively? 
The early chapters tell what, why and 
how. 


Scribners $3.00 
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At Your Finger Tips in any GM car are automatic controls that make driving safer in any weather. 


Key to carefree driving 


ust turning the ignition switch of a General Motors car 
J calls to action a score and more of automatic devices that 
do everything from adjusting spark and choke to equalizing 
brake pressure. Others, at the push of a button, defrost, 
wash and wipe the windshield, raise or lower windows, 
signal turns, dim or brighten headlights. 
And today automatic drives that eliminate manual gearshift- 
ing are available on GM cars, either as standard or optional 
equipment — Powerglide on Chevrolet, Dynaflow on Buick, 
Hydra-Matic on Pontiac, Oldsmobile and Cadillac. 
Now comes Power Steering — the latest of all driver aids, 
optional on all 1952 Cadillacs, Oldsmobiles and Buick 
Roadmaster models. This automatic “helping hand” allows 
you to swing the wheel more easily—to get away from a curb 
-back into a parking space—make a turn. Saves four-fifths of 
the effort required for ordinary steering, yet you always enjoy 
the “feel of the wheel” — you always keep command. 
In every way GM engineers are constantly striving to make 
driving safer, easier, less tiring. That’s one more reason why 
“a the key to a General Motors car is your key 
to greater value. 


7 Vouioy to GraniacWa 
jf GENERAL MOTORS 


CHEVROLET + PONTIAC - OLDSMOBILE - BUICK 
CADILLAC + BODY BY FISHER - GMC TRUCK AND COACH 


e— The Key to a General Motors Car 


Hear HENRY J. TAYLOR on the air every Monday evening over the ABC Network, coast to coast 
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How GM Research Improved Power Steering. Here 


you see a test car equipped with a special “steering 
effort” wheel that measures the force required to 
steer a car under various road and traffic conditions 
From this type of information GM has designed a 
new hydraulic Power Steering unit that cuts steering 
effort about SO%. 


How GM Engineers Built Push-Button Windows. To 
lower car windows and raise convertible tops auto- 
matically, a small electric motor pumps fluid 
through tubes similar to those in hydraulic brakes— 
and liquid pressure operates valves that do the job. 
Here GM engineers check an hydraulic actuator to 
make sure it’s troubleproof. 
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